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CURRENT ACCOUNT SLIPS TO DEFICIT IN Q2
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign Capital, Foreign Trade
& BOP

Yawning gap:The current account deficit may exceed $25 bn in Q3, rivalling the full-year CAD in
FY20, says Nayar.PTIPTI

m

India’s Balance of Payments (BoP) position moved to a deficit of $9.6 billion in the quarter ended
September (Q2), as widening trade deficit weighed. At 1.3% of GDP, this compares with a
surplus of $6.6 billion in the immediately previous quarter and with a surplus of $15.3 billion a
year earlier.
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“The deficit in the current account in Q2 was mainly due to widening of trade deficit to $44.4
billion from $30.7 billion in the preceding quarter and an increase in net outgo of investment
income,” the RBI said on Friday.
“The current account deficit in Q2 FY22 was somewhat smaller than our expectation.
Nevertheless, a huge widening lies ahead, with the large merchandise trade deficits seen in
October-November 2021,” said Aditi Nayar, chief economist at rating agency ICRA.
‘Gap to widen in Q3’

IA

“We expect the current account deficit to print in excess of $25 billion in Q3 FY22, rivalling the
size of the full year CAD in FY20. For the year as a whole, we foresee the CAD at $40-45 billion,
or around 1.4% of GDP,” she added.
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The RBI said net services receipts decreased marginally over the previous quarter but increased
on a year-on-year (y-o-y) basis, on the back of robust performance in the exports of computer
and business services.
Private transfer receipts, mainly representing remittances by Indians employed overseas, rose
3.7% from a year earlier to $21.1 billion.
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Net outgo from the primary income account, mainly reflecting net overseas investment income
payments, increased sequentially as well as on a y-o-y basis.
Net foreign direct investment recorded an inflow of $9.5 billion, declining from $24.4 billion seen
in the same period of the last year.
Net foreign portfolio investment fell to $3.9 billion compared with $7 billion.
Net external commercial borrowings recorded inflow of $4.1 billion compared with an outflow of
$3.7 billion.
Non-resident deposits saw net outflow of $0.8 billion as against $1.9 billion. “There was an
accretion of $31.2 billion (on a BoP basis) in Q2 which also included SDR allocation of $17.86
billion by the International Monetary Fund on August 23, 2021.”
For the half year ended September 2021, India recorded a current account deficit of 0.2% of
GDP as against a surplus of 3% in the year-earlier period, on the back of a sharp increase in the
trade deficit.
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Net invisible receipts were higher in the first half this year, on account of higher net receipts of
services and private transfers. Net FDI inflows fell to $21.2 billion from $23.9 billion, RBI data
showed.
“Portfolio investment recorded a net inflow of $4.3 billion in H1:2021-22 as compared with $ 7.6
billion a year ago,” the central bank said.
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CCI ORDERS PROBE AGAINST APPLE FOR ‘UNFAIR
PRACTICES’
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

The Competition Commission of India (CCI) on Friday ordered a detailed probe against
technology major Apple for alleged unfair business practices with respect to its App Store.
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In a 20-page order, the CCI said that Apple’s App Store is the only channel for app developers
to distribute their apps to iOS consumers which is pre-installed on every iPhone and iPad.
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“Further, third-party app stores are not allowed to be listed on Apple’s App Store as the
developer guidelines as well as agreement prohibits app developers from offering such
services... these restrictions imposed by Apple forecloses the market for app stores for iOS for
potential app distributors,” CCI said in the order.
According to the CCI, this prima facie results in denial of market access for the potential app
distributors/app store developers in violation of competition norms.
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Further, such practices prima facie result in limiting/restricting the technical or scientific
development of the services related to app store for iOS. Citing these factors, the regulator has
ordered a detailed probe by its Director General.
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GOVT’S FISCAL DEFICIT NARROWS TO 46.2% OF
FULL-YEAR TARGET
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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New Delhi: The central government’s fiscal deficit in the eight months to 30 November narrowed
to 46.2% of the full-year target, boosted by a rise in tax collections.
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According to the data released by the Controller General of Accounts (CGA) on Friday, the fiscal
deficit for the April-November period touched 6.96 trillion, remaining at a much lower level than
the previous year.
The government has budgeted a fiscal deficit target of 15.07 trillion for the fiscal year.
The deficit figure puts the government in a more comfortable position than in the previous year
when the fiscal deficit soared to 135% of the budgeted estimate at more than 10.8 trillion by the
end of November.
This was mainly because of a surge in expenditure to deal with the pandemic and lower tax
revenues as economic activities ground to a near-halt because of the nationwide lockdown.
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Robust growth in revenue collections and lower expenditure is set to help the government
narrow its fiscal deficit this year, although lower-than-expected collections from its disinvestment
programme may upend the calculations.
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“The government’s fiscal deficit compressed with incremental revenues continuing to sharply
outpace expenditure. Although the fiscal deficit up to November stood at only 46% of the budget
estimate for the full year, the fading hopes of the disinvestment target being met portend a deficit
of 16.5-17 trillion in FY22, overshooting the budgeted target," said Aditi Nayar, chief economist,
ICRA Ltd.
The government data showed that it collected revenues of 13.79 trillion in the eight months to
November. This is about 70% of the budgeted estimate for the full year.
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The collections comprise 11.35 trillion in tax revenues, 2.23 trillion in non-tax revenues, and
20,703 crore in non-debt capital receipts.
The expenditure incurred by the Centre was 20.74 trillion, or 59.6% of the full-year target.
“Despite abnormal growth in revenue collections compared to budget estimates, the government
hasn’t increased its expenditure; revenue, capital and total expenditure has been 61.49%,
49.38% and 69.56% of FY22 (BE), respectively. One of the major reasons for low spending has
been low subsidy. Expenditure on subsidies during April-November has been 68.54% only, with
major savings in petroleum subsidies, where only 9.53% of the budgeted amount is spent," said
Devendra Kumar Pant, chief economist, India Ratings & Research.
The government figures also show that capital spending has halved in November from a year
earlier.
“This is disappointing, even though it can partly be attributed to interruptions related to the
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festive season," Nayar said.
With a substantial 15% expansion in revenue expenditure, offsetting the sharp contraction in
capital spending, the government’s total expenditure has logged a rise of only 5% in OctoberNovember.
That compares with the 21% uptick in the quarter ended 30 September.
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The subdued rise in capital spending could temper the pace of growth of gross domestic product
(GDP) in the December quarter, although expedited transfers to the states may provide some
support.
Never miss a story! Stay connected and informed with Mint. Download our App Now!!
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‘USE OF IPO FUNDS TO BECOME TRANSPARENT WITH
NEW RULES’
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI
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Tighter norms approved earlier this week by the Securities and Exchange Board of India (SEBI)
for Initial Public Offerings (IPOs) will bring in transparency and discipline to the process, said
analysts.
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Several new-age tech firms have in recent months raised significant sums for purposes of
acquisitions without having identified target firms. Tweaked norms capped the amount that can
be raised in this way. The regulator also put in place a mechanism to monitor the deployment of
proceeds.
“To stitch together a higher valuation, several new-age tech companies mentioned vague
‘objectives’ in the offer documents without making it clear,” said Geetanjali Kedia, primary
markets head, SP Tulsian Investment Advisers.
‘First-time risk’

“Investors are not used to valuing such companies and are exposed to such risk for the first
time. These are very pragmatic norms,” she added.
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The new norms mandate that the amount — meant for acquisition targets that have not been
identified at the time of IPO — ‘shall not exceed 25% of the amount being raised’.
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The rules also state that in combination, the amount for such unidentified acquisition objects and
‘the amount for general corporate purpose (GCP) shall not exceed 35% of the total amount
being raised’.
Currently, the portion for GCP is capped at 25%.

cr

Independent analyst Ambareesh Baliga pointed out that companies raising funds would need to
display genuine intent by showing clarity on the use funds. “What do you mean by ‘future
acquisitions’? Investors should know what the acquisition is and where the money will be
deployed,” he said.
Also at stake is the nature of the business that one is investing in. “If an issuer does not specify
the acquisition, the entire nature of the company may change with an unrelated large
acquisition,” said J.N. Gupta, MD, Stakeholders Empowerment Services and former wholetime
director of SEBI.
“A new-age tech company may acquire a pharma or a shoe company if the ‘future acquisition’ is
not specified. SEBI is now giving some lever in the hands of investors,” he added.
Advisory firm Kejriwal Research founder Arun Kejriwal said Zomato — which raised Rs. 9,375
crore in its IPO earlier this year, including primary issue and offer-for-sale, of which
approximately Rs. 4,200 crore came from anchor investors — is a case in point. “Zomato raised
about Rs. 9,000 crore as part of the primary issue. Thirty-five per cent of that amount would
have been about Rs. 3,150 crore, whereas they had indicated, without specifying portions, that
Rs. 6,750 crore would be used for funding inorganic and organic growth initiatives. A company
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raising funds today would need to specify funds utilisation under the inorganic head.”
Additionally, he pointed out that the new norms may well have been the result of firms not being
accommodative when the regulator informally flags concerns.
“There are instances when SEBI, rather than issuing an order, informally tells issuers and
merchant bankers to take corrective measures [at] the application stage, and if [they don’t
comply], then it cracks the whip with its order to discipline the process,” he said.
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He also highlighted that the change in norms was necessary as some firms that raised funds
from the market about 5-6 months earlier were still to deploy them for the intended purpose.

J.N. Gupta
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A tech company may buy a pharma or a shoe firm if the ‘future acquisition’ is not
specified

MD Stakeholders Empowerment Services
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MODI RELEASES AID FOR FARMERS
Relevant for: Indian Economy | Topic: Agricultural Finance & Insurance

Narendra Modi releasing the 10th instalment under the PM KISAN scheme at a virtual event in
New Delhi.PTI
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Prime Minister Narendra Modi on Saturday released over Rs. 20,900 crore to more than 10.09
crore farmers across India as the 10th instalment of financial aid under the PM-KISAN scheme.
Mr. Modi released the amount to beneficiaries at an event held through video conference.
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Speaking on the first day of 2022, his 35-minute address was also a report card of the
performance of his government over the past one year.
The economic indicators, Mr. Modi claimed, are in a better position than in the pre-COVID era.
The foreign direct investment and the GST collections are high. The growth rate he said, is more
than 8%. He applauded the 42 unicorn firms that came into existence during the pandemic.
The year 2021, Mr. Modi said, will be remembered for the country’s fight against the pandemic
but equally it will also be remembered for the government’s effort to bring in reforms. “In 2022
we have to increase our pace,” he said.
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Efforts to handle COVID

IA

He also spoke at length about all the government policy initiatives in the farm sector. He did not
though speak about the controversial farm laws that his government was forced to repeal
following sustained agitation by agricultural groups.

The Prime Minister also spoke about India’s efforts to deal with the pandemic. “Could any one
imagine a country as diverse as India administer 145 crore doses of COVID vaccine? Who
would have thought that India could make a record 2.5 crore vaccine in a day.” he said. During
these tough pandemic years, he said, 2 crore households have got piped water connection.

cr

Under the Pradhan Mantri Kisan Samman Nidhi (PM-KISAN) scheme, a financial benefit of Rs.
6,000 per year is provided to the eligible farmer families, payable in three equal instalments of
Rs. 2,000. The money is transferred directly to the bank account of the beneficiaries.
During the virtual event, the Prime Minister also released an equity grant of more than Rs. 14
crore to about 351 Farmer Producer Organisations (FPOs), benefiting 1.24 lakh farmers. He
stressed the effectiveness of the FPOs which he said, has helped in bringing down the input
cost. The FPOs, he said, also give a better bargaining power to the farmers.
The virtual event was attended by as many as nine Chief Ministers, several Ministers from
different States, and representatives of agricultural institutions.
On the occasion, Union Agriculture Minister Narendra Singh Tomar said on the first day of the
New Year 2022, around Rs. 20,900 crore is being transferred to about 10.09 crore beneficiaries.
He also said the PM-KISAN programme was launched as part of the government’s effort to help
double the income of farmers.
The 9th instalment of PM-KISAN was released in August 2021.
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With the released latest tranche, the total amount provided under the scheme has touched about
Rs. 1.8 lakh crore.
PM-KISAN scheme was announced in the February 2019 Budget. The first instalment was for
the period December 2018 to March 2019.
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IT'S HARD TO AGREE WITH ARVIND SUBRAMANIAN'S
SUSPICION OF INDIA'S GDP RECOVERY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs
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Dr Arvind Subramanian, a former chief economic adviser (CEA) in the ministry of finance, has
warned, in a lecture he recently gave at the Indira Gandhi Institute of Development Research
(IGIDR), Mumbai, against over-optimism on economic recovery on the ground that India’s
national income accounts rest on shaky legs and, even on their basis, the economy has barely
recovered to the pre-pandemic level. To his credit, he said robust tax growth is an optimistic
indicator of possible economic vigour.
The Department of Economic Affairs has a who’s who page, whose dropdown menu is, perhaps,
an unwitting giveaway as to the government’s institutional regard for economic advice: On it, the
CEA squeezes in between Carpenter and Computer and Printer. Perhaps that accounts for
some of the wide divergences between the sage wisdom of the pre-Budget Economic Surveys,
prepared by erudite CEAs, and the actual policies announced in the Budget. In any case,
Subramanian’s scepticism on the soundness of economic recovery at present deserves our
scepticism.
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Whatever the merits of Dr Subramanian’s dissatisfaction with the new series of GDP data, with
base 2011-12, these would have no bearing on the most recent trends in the Indian economy.
Under the old and new methodologies of computing national income, the rates of nominal GDP
growth were compatible. Differences in the measures of inflation used to deflate nominal data to
obtain real data led to different estimates of real growth. It is possible to overstate how
misleading the new GDP series is, therefore, even without resolving the finer points of the
methodological dispute.
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Advance tax collections have grown 90% so far this fiscal year. For several months, GST
collections have been consistently high, above 1.25 trillion. Tractor sales in October 2021 were
higher than in October 2019, showing a resilient rural economy. However, automobile sales are
yet to catch up because of a shortage in semiconductor chips. The demand for work under the
rural employment guarantee scheme slackened in November from a year ago, indicating an
increase in real economic activity, necessitating less reliance on a dole. Exports have been
robust, imports even more so, with capital goods imports showing double-digit growth in October
over the level in October 2019. “High-frequency indicators such as electricity demand, railway
freight traffic, port cargo, toll collections, and petroleum consumption registered robust growth in
October/November over the corresponding months of 2019," observed the Monetary Policy
Committee at its meeting in December. These indicators offset the slowdown in the core sector
growth, whose growth came down to 3.1% in November, from 7.5% in the previous month.
Now, Dr Subramanian sets much store by high-frequency indicators to make his claims of
overestimated GDP. However, the same high-frequency data now suggests robust recovery.
World growth is on the upswing, the basis for policy rate correction and incipient withdrawal of
quantitative easing in the rich world. So a growing world economy is good news for India’s
growth story as well.
Overall, the Indian economy should get back to normal growth, which would be aided by
proactive measures to boost investment, including stepping up government spending and
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accelerating the pace at which pieces of the active market in corporate debt that India needs are
being put together. Even if the banking sector is now better capitalised than in the past, the bulk
of fresh infrastructure investment should be financed not so much by bank loans as by issuing
corporate bonds with some credit enhancement on the government’s part. The giant
investments lined up in green hydrogen, and other renewable energy bodes well for sustained
investment growth.
Never miss a story! Stay connected and informed with Mint. Download our App Now!!
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THESE TWO CHINESE MOBILE COMPANIES MAY HAVE
TO PAY 1,000 CRORE FOR TAX EVASION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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Chinese smartphone makers and sellers Xiaomi and Oppo may have to pay up to 1,000 crore as
penalty for tax evasions. On 21 December 2021, IT Department carried out search operations
various mobile communication and handset maker including these two and found that they had
not complied with the regulatory mandate for disclosure of transactions, quotes Hindustan
Times.
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In a statement issued on Friday, the Central Board of Direct Taxes (CBDT), the parent body of
IT department, said, “The search action has revealed that two major companies (referring to
Oppo and Xiaomi) have made remittance in the nature of royalty, to and on behalf of its group
companies located abroad, which aggregates to more than 5,500 crore."
“The claim of such expenses does not seem to be appropriate in light of the facts and evidence
gathered during the search action," it said.
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“It is gathered that both these companies had not complied with the regulatory mandate
prescribed under the Income-tax Act, 1961 for disclosure of transactions with associated
enterprises. Such lapse makes them liable for penal action under the Income-tax Act, 1961, the
quantum of which could be in the range of more than 1,000 crore," the CBDT statement added.
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Subsequently, investigation has brought out modus operandi of purchase of the components for
manufacturing of mobile handsets as well as introduction of foreign funds in the books of the
Indian company but it transpires that the source from which such funds have been received are
of doubtful nature, purportedly with no credit worthiness of the lender. “The quantum of such
borrowings is about 5,000 crore, on which interest expenses have also been claimed," it added.
The department added that it has come across evidence with regard to the inflation of expenses,
payments on behalf of the associated enterprises, etc, which led to the reduction of taxable
profits of the Indian mobile handset manufacturing company. “Such amount could be in excess
of 1,400 crore," it further said.
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The taxmen also found that one of the companies utilised the services of another entity located
in India but did not comply with the provisions of tax deduction at source introduced since April
1, 2020 and the quantum of liability of TDS on this account could be around 300 crore.
Another mobile company was also raided by the IT on December 21, about which, without
divulging the name, the department said that “it has been detected that the control of the affairs
of the company was substantively managed from a neighbouring country".
“The Indian directors of the said company admitted that they had no role in the management of
the company and lent their names for directorship for the namesake purposes. Evidence have
been gathered on attempt to transfer the entire reserves of the company to the tune of 42 crore
out of India, without payment of due taxes," the CBDT added.
Never miss a story! Stay connected and informed with Mint. Download our App Now!!
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UNDERSTANDING THE REASONS BEHIND A KSHAPED MARKET MOVEMENT
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs

Automobile would be a key contributor to growth in profit pool as supply issues ease
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Usually, most market chatter revolves around ‘inflection’ points or pivots, when markets change
course. For astute investors, who are able to identify such trend ‘changes’, returns outpace the
indices, as does AUM (assets under management) growth. One such often highlighted trend
reversal was in 2002-03, after four-five years of a zig-zagging market from 1997 till 2002. The
preceding phase, which exhausted even the most bullish investors, had favoured sectors like
consumer staples; pharmaceuticals did well; IT services stabilized after the tech bubble crash of
2000. The mood was cautious, focus was on ‘clean’ balance sheets and even metal companies
were adopting EVA (economic value added) as a key metric to measure the top management to
improve their capital allocation policies in order to get investor’s nod! Metals & capital goods had
shrunk, reeling from the expansionary mode of 1992-96; the economy, too, had withered after
years of underinvestment, EPC/infrastructure owning companies were rarely found on the buy
list of investors. Most investors were focused on keeping their portfolios ‘pristine’. Markets,
however, were at an inflection point—winners of the past were soon to be left behind by new
emerging winners for the next 4-5 years. From 2002 to 2012—despite the global financial crisis
of 2008-09— sectors like capital goods, metals, oil & gas and even public sector banks
outperformed the winners of the previous phase.
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How does one sift through such moves to understand the underlying reasons for the K-shaped
market movement? For simplicity’s sake, we have segregated the sectors of BSE 200 Index into
two segments—stable and cyclical.
Stable sectors comprise: (1) retail focused banks; (2) retail oriented NBFCs like consumer
lenders, AMCs, insurance, etc; (3) IT services; (4) consumer staples and durables; (5)
healthcare, including pharmaceuticals, diagnostics and hospitals; (6) utilities like city gas
distribution companies; (7) personal usage automobiles and ancillaries focused on supplying to
this segment.
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Cyclical sectors broadly comprise sectors with beta higher than 1x—(1) corporate focused
banks, including PSU banks; (2) NBFCs focused on lending to wholesale/power/CVs; (3)
automobile & auto ancillaries, especially for commercial usage; (4) industrials including capital
goods; (5) telecom; (6) electric utilities; (7) commodities, including metals, oil & gas sectors.
As can be seen in the chart, for the period of 2002-12, earnings grew significantly faster than
nominal GDP—BSE 200 PAT as a % of nominal GDP rose from 1.7% in 2002 to 4.9% in 2008.
Even after the crash of 2008-09, BSE 200 PAT was around 4.2-4.4% of GDP till around 2012.
From 2011 to 2020, aggregate earnings have consistently grown slower than nominal GDP,
falling from 4.2% in 2012 to 2.3% in 2020. The frustrating story of earning downgrades during
2016-20, essentially, is a story of misses on the side of cyclical segment and the steady growth
in earnings registered by stable sectors. As the table shows, the share of BSE 200 profitability
follows a ‘cycle’. From 2000-02, the share of stable segment within BSE 200’s pool of profit
inched up to 39% and their market constituted 64% of BSE 200 market cap! Between 2002 and
2008, this reversed stable sectors share in BSE 200 profit pool dropped from 39% to 17% and
their share in the market cap of BSE 200 dropped from a high of 64% to 23%.
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The K-shaped nature of the market is very visible from the period of 2012-20 in the table. The
share of stable sectors in nominal GDP has consistently risen from 0.5% in 2002 to 0.9% in
2007 to 1.5% in 2021. The cyclical sectors’ share on the other hand rose from 1.2% in 2002 to
4.1% in 2008 and has fallen back to 1% in 2020—rising to 1.6% in 2021.
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Picture yourself in 2009 after the re-election of United Progressive Alliance (UPA), with
Congress getting a bigger slice of Lok Sabha seats, as compared to UPA‘s first term where
support from the communist parties was essential for the government’s survival—What would
have been the winning strategy? To double up on cyclical focused segments, winners of the
previous phase of the market, or would you have been better off with focusing on the steadier
stable segment? The answer was clear post 2011!
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Fast forward, for almost a decade, the winning strategy has been to stick to companies from
within the stable segment. This strategy has been validated, the movement in profit pool and
market cap for this segment is reflected—stable segment share of BSE 200 companies jumped
from 17% of profits to 58%, an all-time high contribution, while their share in market cap zoomed
from 23% to 64% in March 2020.
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Have we registered a similar inflection point in March 2021? The profit share of stable segment,
after steadily improving over the past decade, fell; as did the market cap contribution. Is this the
start of a new trend or is it just a one-off, exception which will reverse course quickly? The
answer to this ‘pivot’ is best reflected in these key issues: For most winners within the stable
segment have registered the following characteristics—(1) steady improvement in gross and
Ebidta margins; (2) market share gains; (3) benefit from better organizational preparedness for
GST and (4) demonetization and covid lockdowns, where smaller competitors and regional
players were impacted disproportionately; (5) declining cost of capital, boosting DCF valuations,
justifying ever expanding multiples at which these companies trade; (6) comparative
profitability—market movement and profitability have followed the K path-shaped—select
segments exhibiting modest but steady growth in profitability, while most other segments have
registered erratic growth in profitability. Could this trend reverse and will profit growth be more
equitably distributed, unlike the phase of 2012-20. Importantly, are investors well placed for such
a ‘pivot’?
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For the following reasons, we expect profit growth to be driven by cyclical segment, as was the
case in 2002-11 phase—higher inflation could limit pricing power enjoyed by stable segment
companies and it may not be possible to keep improving gross margins. Second, PSU banks
have been recapitalized and their provision coverage has been raised. These banks are forecast
to report ‘normalized’ profits. As credit costs decline, they will be a significant contributor of profit
growth for FY22-24 phase. Finally, segments like metals have aggressively deleveraged their
balance sheets. Even if metal prices dropped, they would not face the burden of high finance
cost—their existence, unlike the FY18-20 phase, is no longer uncertain. As supply issues ease,
consumer demand is revived, driven by a new product cycle. Automobiles would be another key
contributor to growth in profit pool, despite the threat of new technology. All these factors point to
a high probability of cyclical segment emerging as the driver of overall profit growth for FY22-24.
As we have seen in the past, market cap follows the profit pool movement.
Are investors’ portfolios well placed for such a ‘pivot’, if such a trend gathers momentum over
the next few years? Investors, it seems, have been lulled into complacency—buying great
companies at any valuations. Will this not lead to capital loss? Yes, that could be true. However,
sub-optimal returns could also be a distinct possibility going ahead.
Anoop Bhaskar ishead (equities), IDFC Asset Management.
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AFTER ARTISTS, NOW GAMERS AND GAMING FIRMS
WARM UP TO NFTS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

NEW DELHI : Ankur Diwakar, 30, a professional gamer with over 100 e-sports titles under his
belt, is excited about the prospect of non-fungible tokens (NFTs) in mainstream games.
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“As kids, we grew up with virtual currencies, spent so many hours completing missions just to
acquire some digital assets. It is quite exciting to know that these assets can now be
monetized," he said. Once you sell NFTs, you get a royalty from secondary sales for life. “Also,
as a gamer, I can sell things that I collect in games as NFTs and make money through them,"
Diwakar explained.
NFTs in gaming are no longer limited to niche blockchain-based games like Axie Infinity and
Decentraland. Mainstream gamers have been asking for a bite of the NFT market in their
favourite games, and game publishers have started to oblige.
In early December, Ubisoft, known for multi-million-dollar titles such as Assassin’s Creed and
Far Cry, released an NFT marketplace called Quartz, where it sells in-game accessories such
as guns and helmets, from the video game Ghost Reckon Breakpoint.
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Moreover, while some firms introduce NFTs to make more money, others use them as a
marketing tool.
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Last July, mobile gaming giant Gameloft released an NFT collection for its racing game Asphalt
9, downloaded over 50 million times on the Google Play Store.
“The NFT in Asphalt 9 was part of a partnership that we had and wasn’t intended to be
monetized. We are looking at tier two titles on our site, which will focus on NFTs to test the
waters," said Nitin Goel, country manager of Gameloft.
Goel added that “a whole lot" will depend on the evolution of this technology over the next few
months or quarters.
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“But I surely think that with strong intellectual properties (IPs) on our side, and a lot of interest in
the car licensing side, it shall be an area that we will dabble," he added.
Global firms aside, Indian companies are also taking note.
Nextwave Multimedia, known for cricket games such as WCC3, has been exploring use cases of
web 3.0 technologies, including NFTs, in its games.
“Gaming transitioning into a web3.0 environment, driven by trustless verification (and a)
decentralized player-driven economy, are some of the concepts that are very relevant to any
game, and we are also looking at some of these use cases that we can implement in our
games," said Rajendran P.R., founder and chief executive officer of Nextwave Multimedia.
Despite the looming threat of a ban on cryptos and lack of regulatory clarity on future Web3
technologies (decentralized ones such as blockchain and cryptos), interest in NFTs in India has
soared.
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According to blockchain research firm DappRadar, more than half a million Indians have shown
interest in NFTs in 2021.
This coincides with the massive surge in interest in gaming in India, especially after the
pandemic.
A November report by the Boston Consulting Group (BCG) and Sequoia Capital showed that the
gaming industry in India is growing at a compounded annual growth rate (CAGR) of 38%, which
is faster than the US (10%) and China (8%).

S.
co

m

Faisal Kawoosa, founder and chief analyst at techARC, a homegrown market researcher,
explained that gaming is one of the prime use cases of NFTs, as they already have a system for
rewarding wins with in-game currencies. He also felt that this would increase the monetization
opportunities for gaming companies.
Kawoosa, however, pointed out that this year, “we will see more mainstream games embrace
them".
However, it might take a year or so for widespread adoption. He added that it takes a bit of time
from an integration point of view. “Also, business models will change. Gamers will take a fraction
of the transactions as payment," Kawoosa said.
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Nexwave’s Rajendran agreed that implementation in mainstream gaming would require several
adjustments on the part of gaming companies. “NFTs are all about allowing players to own their
in-game assets. The current game economy may not work with NFTs. Game economies will
have to be re-designed for a player-driven model," he added.
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Many game companies will also hold back, given the nascent stage the technology is in. Giants
like Ubisoft, too, are only testing the waters right now. Goel said NFTs are at a nascent stage
and have multiple angles that need more in-depth understanding.
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PATCHWORK POLICY: THE HINDU EDITORIAL ON GST
RATE ON TEXTILES
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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On New Year’s eve, nine hours before a new GST rate of 12% was to kick in for readymade
garments and fabrics, Finance Minister Nirmala Sitharaman announced that the plan is off and
the existing 5% rate will continue into 2022, or at least for its first quarter. The decision was
made at an emergency meeting of the GST Council, which had approved the higher tax on
textiles at its last meeting in September 2021 to correct the anomaly of an inverted duty
structure. While the GST rate on manmade fibre is 18% and yarn made from the same is taxed
at 12%, the rate on the final fabric was 5%, ostensibly creating a headache for textile producers
which the Council had sought to alleviate. The move to raise that rate to 12%, along with that on
footwear costing less than 1,000 a pair, had been on the Council’s agenda for over a year but
had been kept on hold due to the COVID-19 pandemic’s adverse effects on households.
Explaining the rethink to hold off the rate hikes that were to become effective January 1, the
Finance Minister indicated that the original decision was arrived at after several parleys that
explored, among other things, the likely impact on consumers. Yet, a letter from the Gujarat
Finance Minister she had received on December 29, along with representations from industry,
prompted a review.
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Although the rate hike was aimed at helping producers get easier credit for taxes paid on inputs,
that is not how it was seen by several players in an industry that has historically been one of
India’s largest employment creators and contributes around 2% to the overall economy. Last
month, many lathes in the textile industry were left idling for a day, in what may be the first ever
strike that has not been triggered by industrial unrest in the sector that last witnessed debilitating
strikes from labour unions in the 1980s. Those protests, along with some States’ missives to the
Centre, warning of significant factory closures and job losses, had failed to move the needle and
the industry had resigned itself to the new rates. Perhaps, it was fortuitous that most State
Finance Ministers, who are members of the Council, were already expected in the capital for a
consultation on the Union Budget for 2022-23. A ministerial group already tasked with
rationalising inverted duty structures across products and reviewing the multiple rate slabs of the
GST regime, has now been assigned the additional task to suggest an appropriate structure for
textile products; it has two more months to finalise its report. It is unlikely that these broader
corrections will take place before the coming State Assembly polls conclude and this time could
be used for wider consultations with industry, consumers and States before pencilling in new
rates and avoiding such about-turns. The course correction needs to be navigated more deftly
and with greater purpose, if India hopes to revive private investments.
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OMICRON COVERED UNDER HEALTH POLICIES: IRDAI
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI
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Insurance policies that cover COVID-19 treatment costs will also cover the cost of treatment of
the Omicron variant, the Insurance Regulatory and Development Authority of India said. It
advised insurers to put in place coordination mechanism with network providers to make
available seamless cashless facility and requested hospitals to honour SLAs with insurers.
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A CHINESE THREAT SHOULD NOT MUDDLE INDIAN
POLICY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

Concerns over a Chinese slice of ownership are not reason enough to reject Paytm’s insurance
venture, provided it follows sectoral rules. The use of money matters far more than its source
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Paytm Insuretech’s attempt to buy existing general insurer RahejaQBE has run aground, with
the Insurance Regulatory Development Authority of India (IRDAI) having sent it back to the dealmakers, as reported. While the regulator’s reason for this rejection remains unstated, officially, it
can be inferred from the pattern of changes in the proposed insurer’s ownership structure that a
potential interest held by Chinese investors was the most likely stumbling block. The acquisition
proposal’s latest version involved Paytm Insuretech buying 100% of RahejaQBE, but also with
global re-insurer Swiss Re taking a 23% stake in itself, a share that could be hiked to 74% under
our rules on foreign direct investment (FDI) for the insurance sector, revised last year to allow
overseas majority control. Paytm Insuretech, however, is a unit of One97 Communications,
which counts Alibaba and Ant Financial as investors. Still, if this is a well-regulated market, what
danger an indirect slice held by Chinese firms could pose India is far from clear.
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Under an earlier plan announced by Paytm in July 2020, an insurance entity majority-owned by
its chief Vijay Shekhar Sharma was to buy RahejaQBE. While this would have ensured an
Indian majority in the envisaged insurer, it did not find IRDAI favour. Speculation arose at the
time of a call option held on Sharma’s shares by the other parent, which could have negated the
equity buffer. Today, even after One97’s public issue last year, only a sliver of its equity is widely
held. So, while Swiss Re’s interest in the venture is a novel aspect, Paytm’s revised project does
not seem to differ much in terms of parental Chinese participation. Whatever the regulator’s
eventual call, this episode illustrates the minefield we have laid in our effort to block Chinese
influence in domestic markets deemed sensitive to national security. Paytm’s proposal does not
flout FDI limits, and while a haze over the degree of sway that parental investors could exercise
may well be a valid opacity concern, the harm it might expose us to has not been spelt out. If
actuarial and other Indian data could be put at risk of theft and misuse, then regulations ought to
minimize this possibility. After all, leaks can occur from any insurer’s database. What calls for a
strict vigil is how investor funds are applied, not their source.

cr

Most capital deployed globally has a sole purpose: to chase returns. In a complex world of ofteninextricable cross-holdings, with China set to add large sums to the globe’s capital stock, we
need a proper cost-benefit analysis of the blockade we opted for in response to the border
hostilities of 2020. Granted, only our security agencies may be privy to the specific threats we
face. Yet, the burden of equity filters could dampen inward investment without sufficient gains to
justify it. Going by the ban imposed in 2020 on a few hundred Chinese apps, with no studies
cited on our vulnerability to espionage, etc, our policy on this front has been rather too sweeping
to appropriately balance our need for security with the freedom of enterprise. As Chinese inputs
remain in play across a range of other sectors, we have ended up with uneven barriers. Recent
tax raids on a couple of Chinese smartphone makers suggest such companies are in for heavy
scrutiny, but our larger goals lose coherence in the absence of an approach that’s codified
formally and calibrated closely by risk calculations. In trying to insure India against injury, we
shouldn’t push money away that could aid the rise of our economy.
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HOW WE SHOULD EQUIP OURSELVES TO THRIVE
UNDER HIGH UNCERTAINTY
Relevant for: Indian Economy | Topic: Issues relating to Mobilization of resources incl. Savings, Borrowings &
External Resources
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The Stockdale Paradox must be borne in mind but openness to ideas and creativity may prove
vital
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One of the interesting things about the New Year greetings that I received was that several of
them prayed and wished for less uncertainty this year. Uncertainty is a given, at all times. Its
degree and depth vary. After the financial crisis of 2008, uncertainty rose a notch higher. The
pandemic and global response to it have pushed it several notches higher. Hence, the last
column I wrote in Mint for 2021 conceded that the only certainty for the coming years was
greater uncertainty.
Recently, Politico profiled Thomas Hoenig, former governor of the US Federal Reserve and his
prescient warnings about the consequences of unconventional monetary policies that began to
be pursued by the Fed under Ben Bernanke in the wake of the Global Financial Crisis of 2008.
The article is worth reading. The important thing to remember on finishing it, though, is that the
story remains unfinished.
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Therefore, the prayers and wishes for more predictability and less uncertainty should be
tempered with realism. I am reminded of the story of James Stockdale, a Vietnam War Veteran.
He was interviewed by Jim Collins, the author of many books, most notably, Good to Great.
Stockdale had survived severe punishment and torture while being a prisoner of war in Vietnam.
He was awarded the highest Presidential award in the US for bravery. When asked a question
on who did not survive torture and imprisonment, he answered pithily: “Optimists." Optimistic
captives were wishful that their ordeal would end shortly, before Thanksgiving, before
Christmas, etc, and when all these dates came and went without an end to their suffering, some
lost heart and hope.
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What Stockdale had told Jim Collins about the secret of his survival became famous as the
‘Stockdale Paradox’. The paradox is this: “Never confuse faith that you will prevail in the
end—which you can never afford to lose—with the discipline to confront the most brutal facts of
your current reality, whatever they might be."
As things stand, we would need to remember and practice this lesson for the better part of this
decade. Hoping for an end to uncertainty is not wrong, but one should be clear-headed about its
prospects. The covid pandemic and its handling are not the only variables to contend with.
There is also uncertainty associated with the green transition. There is also the aggressive
pursuit of geopolitical goals by nations. Therefore, we may have to learn to live with it.
What else could we—especially those who are influential decision-makers in various
spheres—do to deal with this uncertainty, besides imbibing and implementing the Stockdale
paradox?
First, one has to be open to many different ideas, even unconventional ones. Conceptual clarity
has to be supplemented with contextual understanding. For subordinates, workers and
colleagues to come forward with ideas, we could do many things. But one that stayed with me
was what Jim Collins wrote about great leaders. They looked through the window to the outside
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world when they had to attribute success and looked at the mirror when they had to attribute
failure. The most glorious example of this was a letter that Dwight Eisenhower wrote and did not
have to release. As America’s top military commander during World War II (about a decade
before he was elected president), he had prepared a statement to share with the US public if the
landing of Allied forces at Normandy beach in France had failed. In it, he had praised the valour
of soldiers and leadership of commanders, and also taken full responsibility for the failure of the
mission.
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Just as faith and realism were key ingredients for outlasting tough times, a combination of
humility and confidence were the hallmarks of successful leadership, as Jim Collins documents
in his book. During uncertain times, one has to build buffers. In fact, that is what many
businesses did during the pandemic. Globally, diversifying and securing supply chains were
considered both urgent and important. However, although many businesses had planned to
relocate their facilities away from China or re-shore them, most of those plans remained
unrealized well into 2021. What they did for supply-chain resilience, instead, was to build up
inventories and create more inventory-carrying capacity, physically and financially.
While the law of unintended consequences is as ubiquitous as Murphy’s Law, uncertain times
confer on it a particular advantage. Therefore, one has to be flexible enough—intellectually,
above all—to reverse course or abandon a chosen path. Plans with lower-cost or costless exit
options are considerably more preferable than irrevocable ones.
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Uncertain times offer us an ideal breeding ground for creative thinking. The need for flexibility
creates room for inventiveness in approaches. Charles Duhigg, in The Power of Habit, offers a
revealing illustration. Paul O’ Neill traced the cause of infant mortality in the US all the way to
teacher training in high schools.
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One of the most difficult periods in American history was the Great Depression of the 1930s. But
much creative progress happened in that period. Even today, our responses to difficult times will
shape the durability and depth of our success in easier times.
V. Anantha Nageswaran is visiting distinguished professor of economics at Krea University.
These are the author’s personal views.
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IS IT A GOOD IDEA TO INVEST IN SILVER EXCHANGETRADED FUNDS?
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI
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The price of silver has moved from around $30 per ounce at the start of 2012 to around $23 per
ounce at present. Even if you look at returns in rupees, the 10-year CAGR comes to 1.97%,
below the inflation rate of 6%.
India’s first silver ETF, launched by ICICI Prudential AMC, is slated to open on 5 January.
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An ETF (exchange-traded fund) tracks the price of an index or commodity; in this case, silver. It
does so by actually holding the stocks or commodities it is tracking; in this case, physical silver.
Although silver in physical form has been freely available to Indian investors, this is the first time
that a financial instrument tracking silver is being made available.
The annual expense ratio for the ETF is capped by regulations at 1% of assets but the fund
house is likely to maintain it around 0.5-0.6%. ICICI Prudential AMC is also likely to launch a
fund-of-funds (FoF) to allow investors without demat or trading accounts to invest in silver. The
expense ratio of FoFs is capped at 1%. Several other mutual fund houses have also filed for
their own ETFs tracking silver.
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Historically, Indian investors have been exposed to gold ETFs. The first ETF tracking gold called
GoldBeES was launched in 2007. Two principal reasons given for investing in gold have been
that it is a hedge against inflation and it has low correlation with stocks. Due to the latter
property, gold does well when stocks are down and hence acts as a good diversifier. However,
neither property holds as well for silver, as it does for gold.
The price of silver has moved from around $30 per ounce at the start of 2012 to around $23 per
ounce at present. Even if you look at returns in rupees, the 10-year CAGR comes to 1.97%,
below the inflation rate of 6%.
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Coming to the second benefit of diversification, silver comes up short here as well. It is more
correlated to equities than gold. This is because industrial demand for silver is a big driver,
accounting for about half of total demand, according to a presentation by ICICI Prudential AMC.
This means that silver does well during economic recovery, when stock markets are also doing
well. During market downturns, silver also tends to fall. Experts instead see silver as a tactical
play on economic recovery rather than a long-term hedge against inflation.
“There are extended periods of time when silver has not been a good hedge against inflation,
particularly when industrial demand is muted. As for diversification, it has acted as a good
diversifier in some calendar years but not others. Precious metals overall should not be more
than 15% of your portfolio and within that, silver should not exceed 5%. Think of it more as a
tactical play on economic recovery, to be bought and sold at the right price points, rather than a
long-term asset," said Rushabh Desai, founder, Rupee with Rushabh Investment Services.
Returns on silver ETFs will be taxed at slab rate if sold within three years of purchase.
After this period, returns on silver ETFs will be taxed at 20% under long-term capital gains
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(LTCG) tax and you will also get the benefit of indexation. Investors in the ETF may not get
sufficient liquidity as has happened with some gold ETFs in the past. This can make it difficult to
buy and sell silver ETFs. However, for such investors, AMCs like ICICI Prudential AMC are likely
to open up the fund-of-funds (FoF).
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CRYPTOWIRE LAUNCHES INDIA’S FIRST CRYPTO
INDEX
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI
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IC15 index is a rule-based broad market index by market capitalization, which tracks and
measures the performance of top 15 widely traded liquid cryptocurrencies listed on leading
crypto exchanges of the world
Superapp CryptoWire has launched India’s first crypto index, IC15, which will track the market
capitalization and liquidity of top 15 global digital currencies, the company said on Monday.
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The IC15 is a rule-based broad market index by market capitalization that measures the
performance of 15 widely traded liquid cryptocurrencies listed on exchanges across the world, it
added.
Crypto assets such as Bitcoin, Ethereum, Binance coin, Solana, Cardano, Ripple, Terra,
Dogecoin and Shiba inu will be monitored by the platform. CryptoWire’s index governance
committee, comprising domain experts, industry practitioners and academicians, will maintain,
monitor and administer the index and rebalance it every quarter.
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The base value of the index is set at 10,000 and the base date is 1 April 2018. As of 1 January,
IC15 index’s open value stood at 71,463.30 points.
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“With the launch of India’s first index of crypto, IC15, we intend to complete the knowledge circle
for the crypto and blockchain ecosystem. This will not only push the ‘learn before earn’ initiative
but also serve the industry with a powerful intervention," said Jigish Sonagara, managing
director and CEO, CryptoWire.
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ONLINE IMPS UP TO RS. 5 LAKH IS FREE, SAYS SBI
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

To encourage customers to adopt digital banking, State Bank of India (SBI) has decided to not
levy any service charges on IMPS transactions of up to Rs. 5 lakh, done through Internet and
mobile banking.
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“In case of branch channels, there has been no change in the service charges for IMPS done
through the branch channel in the existing slabs.
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However, a new slab for Rs. 2 lakh to Rs. 5 lakh has been added and the proposed service
charge for this slab is Rs. 20, plus GST. These are in line with the charges on NEFT/RTGS
transactions,” the bank said.
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AIRTEL PAYMENTS BANK DESIGNATED AS
SCHEDULED BANK
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The Reserve Bank of India (RBI) on Tuesday said Airtel Payments Bank Ltd. has been included
in the Second Schedule to the Reserve Bank of India Act, 1934.
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With this, the bank can now pitch for government-issued Requests for Proposals (RFP) and
primary auctions and undertake both Central and State Government business.
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AVAILABILITY OF COTTON, RISING PRICES WORRY
TEXTILE INDUSTRY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs
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High cotton prices this season has become a subject of concern to the domestic textile industry
as the units are facing not only spike in raw material prices but also shortage in availability.

S.
co

T. Rajkumar, chairman of Confederation of Indian Textile Industry, said in a press release that
the average price of cotton was Rs. 37,000 a candy (355 kg) in September 2020 and it rose to
Rs. 60,000 in October 2021, when the new cotton season started. On December 31, the price
peaked at Rs. 70,000. Further, only about 120 lakh bales arrived in the market between October
1 and December 31 as against the usual arrival of 170 lakh to 200 lakh bales.
The Southern India Mills’ Association chairman Ravi Sam said though the 2021-2022 cotton
season started with a comfortable opening stock of 75 lakh bales and estimated crop of 360 lakh
bales, the cotton prices started increasing from the beginning. There was a pent-up demand for
the cotton in the post-COVID period. The U.S. sanctions on Xinjian cotton, that accounts 10% of
the world cotton production, is another factor.
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“MCX and NCDEX, dominated by the large traders are also fuelling the market.” At present,
Indian cotton prices are higher than the international prices, affecting the competitiveness of the
industry. The government should immediately remove the import duty on cotton.
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INFRA SECTOR AT CUSP OF UPTURN DRIVEN BY
GOVT PUSH: ANALYSTS
Relevant for: Indian Economy | Topic: Infrastructure: Roads

Road infra companies could be potential beneficiaries of planned investment opportunities

m

MUMBAI : Infrastructure is expected to be at the cusp of a big upturn with orders being won
steadily and execution remaining strong, said analysts. Road infrastructure companies could be
potential beneficiaries of planned investment opportunities, according to the analysts who are
keeping a keen eye on the sector ahead of the Union budget this year.
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“With the government focusing on increasing road capex, we believe the National Highways
Authority of India (NHAI) will try to award a larger share of projects via the hybrid annuity mode
(HAM) compared with engineering, procurement and construction or EPC (as HAM puts less
fiscal stress on the government)," said Parvez Qazi and Vasudev Ganatra, analysts, Edelweiss
Securities Ltd, in a note on 4 January.
With listed companies having less market share in EPC projects, their best bet to build the order
book is by winning HAM projects, they said.
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Consequently, along with the overall quantum of NHAI project awards, investors will also need
to keep an eye out for the pre-qualification norms/ competition for HAM projects.
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Intensifying competition and dilution of pre-qualification norms after the coronavirus outbreak
has dragged market shares of listed developers in NHAI awards from 61% over FY16-18 to 30%
over FY19-21, and 21% in the current fiscal year, showed an analysis by the brokerage firm.
NHAI awards have had their ups and downs. A steady increase over the FY15-18 period
(culminating in a 1.2 trillion award in FY18) was followed by sluggish awarding in FY19-20. FY21
marked an all-time high in awards at 1.3 trillion, but awards in the current fiscal year (at 80,000
crore) have been relatively muted.
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On top of it, the market share of listed developers itself has been volatile, declining from an
average of 60% over FY10-12 to 48% over FY13-15. It again increased to 61% over FY16-18,
but has since fallen to 30% over FY19-21 and to 21% in the current fiscal.
The government’s infra push and increase in capex will turn the corner for the sector, analysts
said. The Union budget is expected to propose a massive 30% increase in allocations for the
ministry of road transport and highways to speed up the construction of about 50km of highways
per day, according to a Mint report.
The hike in allocations will take the budget for the ministry to more than 1.5 trillion, its highest
ever.
“Timely implementation of planned projects and monetization are crucial. Road infra projects
have a gross domestic product (GDP) multiplier of 2 times, triggering economic benefits," said
Ankita Shah, analyst, Elara Securities.
State government capex, which is 3% of GDP, had slowed because of lockdowns and is now
picking up with sufficient fiscal space, according to Credit Suisse. India’s investment cycle has
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understandably made investors cautious about sustained revival, but order books of capital
goods firms are seeing good inflows, it said.
“We believe the Indian capex cycle is on the verge of a sustainable recovery after a decade-long
hiatus. The government’s large National Infrastructure Pipeline (NIP) and various supply-side
measures adopted since late 2020 should boost private capex sentiment," said Manishi
Raychaudhuri, head, APAC equity research, BNP Paribas.
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The government’s NIP envisages an investment of 111 trillion over FY20-25, almost double the
investment of 56.5 trillion over FY13-19.
The government has articulated, among others, renewable energy, roadways, railways and
water resources to be notable targets for expansion of capex layout.
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“The infrastructure space is at an inflection point. The Union and state governments are
embarking on ambitious infra projects to stimulate growth. The pipeline is massive, including
80,000km of roads under Bharatmala, 1,000km of metro rail in cities, 500GW of renewable
energy by 2030. The companies in this space are reporting strong order wins and we expect
order momentum to accelerate. We believe that the infrastructure sector is at the cusp of a big
upturn as the fundamentals, execution and order win, remain strong," said analysts at Teji
Mandi, a subsidiary of Motilal Oswal Financial Services.
Never miss a story! Stay connected and informed with Mint. Download our App Now!!
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UNDERSTANDING IC15, INDIA'S FIRST CRYPTO INDEX
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Superapp CryptoWire recently launched India’s first cryptocurrency index, IC15, which will
measure the performance of the 15 most widely traded cryptocurrencies listed on leading crypto
exchanges by market capitalization. Mint explains its working and significance
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Superapp CryptoWire recently launched India’s first cryptocurrency index, IC15, which will
measure the performance of the 15 most widely traded cryptocurrencies listed on leading crypto
exchanges by market capitalization. Mint explains its working and significance

S.
co

How is IC15 constructed?

CryptoWire constituted an Index Committee of domain experts, industry practitioners, and
academicians that will select cryptocurrencies from the top 400 coins in terms of market
capitalization. The eligible cryptocurrency should have traded on at least 90% of the days during
the review period and be among the 100 most liquid cryptocurrencies in terms of trading value.
Also, the cryptocurrency should be in the top 50 in terms of the circulating market capitalization.
The committee will then select the top 15 cryptocurrencies. The index will be reviewed quarterly.
What is its significance?
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According to CryptoWire, IC15 can be replicated for creating index-linked products such as
index funds or exchange-traded funds (ETFs). Usually, the performance of a mutual fund
scheme is assessed with reference to a benchmark, which could be a total return index of the
Nifty or the Sensex. IC15 is the first index in India that can act as a benchmark of the underlying
cryptocurrency market and the performance benchmark for fund managers. Moreover, roboadvisors, which provide financial advice with moderate to minimal human intervention, can use
this index to create investment products at lower costs.
How does IC15 correlate with other market indicators?
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IC15’s base value as on 1 April 2018 was 10,000, meaning the index has gained 615% in
absolute terms to 71,475.48 till 31 December 2021. IC15 has risen 138% in 2021 compared with
a 24% return by the Nifty 50, -3% by gold, and 27% by the S&P 500. The index has a low
correlation with other asset classes—gains in IC15 would not mirror gains in other asset classes.
Can index-based crypto investing reduce risks?
Index investing can be an effective way to diversify against risks as a fund invests in a basket of
assets against a few limited coins. However, index-based investing may not fully remove risks
associated with investing in crypto assets. Case in point: IC15 saw a 50% plunge in 2018,
whereas other asset classes have seen a maximum drop in the range of 3-4%. Further, bitcoin
and ethereum have a combined weightage of 77% in the index, making it highly vulnerable to
any volatility in these two coins.
Can crypto funds be launched in India?
Securities and Exchange Board of India chairman Ajay Tyagi recently asked mutual fund houses
not to launch crypto-based funds until the Centre comes out with clear regulations. This means
asset management companies for now won’t be able to launch crypto funds based on IC15.
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However, in the absence of any regulations, crypto platforms can offer products based on the
index. Global crypto investment platform Mudrex last year launched Coin Sets—crypto funds
based on themes such as decentralized finance or market cap.
Never miss a story! Stay connected and informed with Mint. Download our App Now!!
Log in to our website to save your bookmarks. It'll just take a moment.
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GAIL ACQUIRES 26% EQUITY STAKE IN ONGC
TRIPURA
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

State-owned gas major GAIL India has acquired 26 per cent equity stake in ONGC Tripura
Power Company Limited (OTPC).
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The stake was held by IL&FS Energy Development Company Ltd (IEDCL) and IL&FS Financial
Services Ltd (IFIN). ONGC Tripura owns and operates a 726.6 MW gas-based combined cycle
power plant in Palatana, Tripura.
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In a separate release, GAIL, which is a Maharatna PSU under the Ministry of Petroleum &
Natural Gas, said its board on December 23, 2021, declared the first interim dividend of 40 per
cent on the paid-up equity share capital, which is 4 per equity share for FY 2021-22.
The total dividend amount released stood at 1,776.15 crore, with a record date of December 31,
2021. Accordingly, the company will also 913.84 crore to the government and 862.31 crore to
other shareholders as first interim dividend for 2021-22.
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GAIL (India) Limited is India’s leading natural gas company. For the quarter ending September,
the PSU reported a net profit of 2,862.9 crore as compared to 1,239.6 crore in the year-ago
period. Its revenue from operations increased 57.6% to 21,515 crore during the quarter under
review, from 13,647 crore in the corresponding quarter of the previous fiscal.
The GAIL India share closed at 133.00, up 1.55, on the NSE today.
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WORLD’S BIGGEST OIL HEDGE COULD SHRINK IF
MEXICO CURBS EXPORTS
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

Each year, Mexico participates in one of the biggest and most secretive deals in the oil market

m

Mexico’s plan to halt crude exports by 2023 could curb the size of its giant oil hedge and help
boost longer-dated prices.
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Each year, Mexico participates in one of the biggest and most secretive deals in the oil market,
locking in prices of its net exports. The trade effectively makes the Mexican finance ministry one
of the biggest sellers of oil contracts for 12 months ahead.
But last week, state oil firm Petroleos Mexicanos said it will cut exports by more than half in
2022 and stop them all together next year. Even if the plan for self-sufficient fuel production fails,
a drive to reduce exports will likely mean a smaller hedge going forward. That in turn would
shrink the volume of oil derivatives Mexico sells in the years ahead.
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“If this proves to be true it will take out one of the largest sellers of back-end crude oil," said
Thibaut Remoundos, founder of Commodities Trading Corporation, which advises on hedging
strategies. On balance, that would make the move bullish for longer-dated crude prices, he
said.
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Producers like Mexico act as a natural cap to prices in the later months of the futures curve
because they are sellers and look to lock in insurance in case oil prices drop. Without that, the
futures curve could be more susceptible to surges in prices, traders and analysts said.
Mexico’s exports target is ambitious. The Latin American country lacks the processing capacity
to convert its crude oil into refined products, meaning a full cessation of exports would be a
major surprise. Crude production, though, has largely dropped over the past five years,
suggesting a smaller volume of exports will need to be hedged.
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If the hedge were to stop entirely, it would have a significant impact on the options market,
traders and dealers said. For example, purchasing put options — which give the holder the right
to sell at a pre-determined price and time — is a popular way for producers, including Mexico, to
hedge output. This typically makes puts more valuable than bullish call options. But the absence
of Mexico could roil the market and make those puts less valuable.
Mexico’s finance ministry was hedging for 2022 in early November at a price range of about $60
to $65 a barrel, people familiar with the matter said at the time. Pemex has a separate, smaller
hedge and oil options data suggest the the company was recently active.
The finance ministry didn’t immediately respond to a request for comment on this story.
In the past, the finance ministry’s hedge has been highly profitable. The ministry made $2.38
billion in 2020, the year that oil prices crashed and more than $6 billion in 2016. It also has the
potential to roil the oil market when prices fall sharply, such as during the $10 plunge in
November last year.
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FED MAY NEED TO HIKE RATES FASTER, REDUCE
BALANCE SHEET QUICKLY, MINUTES SHOW
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI
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WASHINGTON : Federal Reserve officials said last month that the U.S. labour market was "very
tight" and might need the U.S. central bank not just to raise interest rates sooner than expected
but also reduce its overall asset holdings to tame high inflation, according to minutes of their
Dec. 14-15 policy meeting.
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"Participants generally noted ... it may become warranted to increase the federal funds rate
sooner or at a faster pace than participants had earlier anticipated. Some participants also noted
that it could be appropriate to begin to reduce the size of the Federal Reserve’s balance sheet
relatively soon after beginning to raise the federal funds rate," the minutes stated.
The minutes, which were released on Wednesday, offered more details on the Fed's shift last
month towards a more hawkish monetary policy. Policymakers agreed to hasten the end of their
pandemic-era program of bond purchases, and issued forecasts anticipating three quarterpercentage-point rate increases during 2022.
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The minutes showed the Fed not just debating an initial rate increase, but also whether to use a
second lever to curb inflation by allowing its holdings of U.S. Treasury bonds and mortgagebacked securities to decline.
The December meeting was held as coronavirus case counts had begun to climb due to the
spread of the Omicron variant.
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Infections have exploded since then, and there has been no commentary from senior Fed
officials yet to indicate whether the changing health situation has altered their views about
appropriate monetary policy.
Fed Chair Jerome Powell will appear before the Senate Banking Committee next week for a
hearing on his nomination for a second four-year term as head of the central bank, and is likely
to update his views about the economy at that time.
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SUGAR PRICES DROP TO THE LOWEST IN ALMOST
FIVE MONTHS AMID INCREASING GLOBAL SUPPLIES
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

Raw-sugar prices dropped to the lowest in almost five months on pressure from increasing
global supplies.
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The sweetener, which surged last year as freight costs surged and severe drought and frosts cut
cane output in top shipper Brazil’s Center-South region, is down more than 10% from a
multiyear high reached in November.
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Rains are boosting yield prospects for the Brazil harvest starting in April, while second-ranked
producer India is collecting a bigger crop and the reaping is moving quicker in key exporter
Thailand. The premium for March futures over sugar for May delivery has slumped in recent
weeks, signaling easing supply worries.
The improving outlook in South America undermines recent estimates that had suggested a
“catastrophic" season, said Bruno Lima, head of sugar and ethanol at StoneX Financial in Sao
Paulo. The brokerage, which has one of the highest projections for the crop, may revise its
estimate next month, he said.
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The March contract fell as much as 2.1% to 18.36 cents a pound on ICE Futures U.S., the
cheapest for a most-active contract since Aug. 9.
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Meantime, traders expect additional pressure on sugar with the annual rebalancing of
commodity indexes, taking place during the standard January index roll that starts Friday. Top
performers typically see net selling and underperformers buying.
Raw sugar will be among those with net selling of about 3,000 contracts daily during the five-day
period, said Michael McDougall, managing director for Paragon Global Markets. Still, with
commodities’ stellar performance last year, “one would think that investors might show some
renewed interest."

cr

Elsewhere, cocoa also dropped, while arabica coffee and cotton, big winners last year,
fluctuated between gains and losses.
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AIRLINES FACE A DOUBLE WHAMMY OF HIGH OIL
PRICE, FALLING TRAFFIC
Relevant for: Indian Economy | Topic: Infrastructure: Airports

Indian airlines are staring at a double whammy

m

NEW DELHI : Indian airlines are staring at a double whammy. While analysts expect carriers to
report losses in the December quarter due to high fuel costs, air passenger traffic, which had
been rising every month since last June, appears to be plummeting due to the third wave of
covid-19 infections.
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Domestic market leader, InterGlobe Aviation Ltd-operated IndiGo, which had a 54.3% market
share in November, is expected to report losses of 200 crore in the December quarter,
according to a 3 January report by brokerage firm ICICI Securities.
“We expect Q3FY22 financials to reflect the impact of higher crude oil prices, offset by higher
demand. Thus, for IndiGo, we expect fuel cost per ASK to increase 11% q-o-q (quarter-onquarter) in Q3FY22, while RASK is expected to rise by 16% q-o-q," it said. RASK, or revenue
per available seat km, is a unit of measurement used to compare the efficiency of airlines.
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SpiceJet Ltd, too, is likely to report a loss of 440 crore in the December quarter, a 4 January
report by Centrum Institutional Research said. “In Q3FY22, domestic ATF (aviation turbine fuel)
prices grew sharply by 12.1% q-o-q (up 76% y-o-y) to 78.9 a litre, led by 8.4% q-o-q rise in Brent
crude to $79.4 a barrel," it said.
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While IndiGo’s consolidated loss widened from 1,194.83 crore a year ago to 1,435.66 crore in
the September quarter, SpiceJet reported consolidated losses of 570.56 crore during the
quarter, up from losses of 105.61 crore in the year-ago quarter.
IndiGo and SpiceJet are the only airlines listed on Indian stock exchanges. Jet Airways, which is
also listed, was grounded in April 2019, due to a fund crunch. The airline has since then been
bought by a new owner, but is yet to start operations.
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Indian airlines are expected to report a combined net loss of 25,000-26,000 crore in FY22, and
would require additional funding of 45,000-47,000 crore between FY22 and FY24 to sustain
operations, according to data from credit rating agency Icra.
Meanwhile, the strong recovery witnessed in domestic air passenger traffic is plummeting due to
concerns over the third wave of covid. On 4 January, daily domestic air passenger traffic fell
below the 300,000 levels for the first time since November.
The number of departing domestic passengers stood at 285,965, while the number of domestic
flight departures stood at 2,660 on Tuesday, according to the ministry of civil aviation. In
comparison, the number of average daily flyers had risen to 367,000 in the week ended 25
December, up from 360,000 in the previous week, according to data from ICICI Securities.
Airlines, however, hope the recent spike in covid cases, due to the fast-spreading Omicron
variant of coronavirus, will not be as potent and lethal as the Delta variant.
“Based on data from South Africa, where Omicron was first detected, we are hoping that the so-
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called third wave will be short-lived and nothing like the previous wave, which was devastating
for the aviation sector," a senior airline official said, requesting anonymity. “We hope that the
worst is behind us," he added.
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CAIRN DROPS ALL LAWSUITS AGAINST INDIA
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

Britain’s Cairn Energy has dropped all lawsuits against the Indian government and its entities in
courts from the U.S. to France and to Singapore, to now be entitled for about Rs. 7,900 crore in
tax refunds that were collected to enforce a retrospective tax demand.
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As part of the settlement reached with the government in the seven-year-old dispute over the
levy of back taxes, the company — which is now known as Capricorn Energy plc — has
withdrawn all cases that were brought to collect the tax refund ordered by an international
arbitration tribunal after rescinding retrospective raising of demand, according to an
advertisement it issued.
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THIRD TIME LUCKY?: THE HINDU EDITORIAL ON THE
ECONOMY AND THE THIRD COVID-19 WAVE
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs
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India’s post-COVID economic recovery remains delicately poised at the turn of the new year —
the third successive year under the shadow of the pandemic. With the Union Budget for 2022-23
less than four weeks away, the latest set of numbers capturing different aspects of the economy
present a mixed picture with persistent pressure points. COVID-19 restrictions are already
denting India’s services exporters’ order books, even as merchandise exports have hit a record
high in December. Worryingly though, imports grew even faster last month than exports, keeping
the merchandise trade deficit at an elevated $22 billion, just a tad less than the record $22.9
billion in November. The eight core sectors had a disappointing November, but GST collections
from that month were reasonably healthy at around 1.3-lakh crore, albeit a three-month low.
GST compensation cess revenues touched a record high in November, but customs duty
collections dipped to a five-month low. The Purchasing Managers’ Indices (PMI) for
manufacturing and services were robust for December, but have moderated from previous
months even as input cost pressures remain a headache for businesses along with the prospect
of the latest virus wave upending normalcy again. For the first time in four months, firms
surveyed for the PMI by IHS Markit reported ‘broad-based’ job losses in manufacturing and
services in December. Global headwinds are shifting after the surge of COVID cases and
disruptions, even as inflationary forces have central bankers bracing for interest rate hikes from
the U.S. Federal Reserve this year.
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It will be equally challenging for North Block mandarins to conjure up an appropriate mix of relief
and support measures for businesses and jobs — preferably going beyond the credit guarantees
that appear to have lost traction in sanctions and disbursals in recent months. This needs to be
accompanied by a fresh ramp up in health-care spending, including on COVID inoculations and
booster shots, as well as maintaining the bullish stance on public capital expenditure with a
demonstrably greater purpose in getting actual projects off the ground. The prospect of more
disruptions looms large, even though their extent and impact on GDP may be uncertain at this
point. Preparing for the worst may be a good idea, even if it is accepted that manufacturing
suffered less in the second wave than during the initial lockdowns in 2020, and may likely be
even better prepared to cope with the ongoing third wave. Yet, there is a risk that damage to
contact-intensive services sectors that have had another topsy-turvy year with lakhs of jobs at
stake, and have barely struggled back from the first two waves, could be permanently
debilitating this time around, if mobility restrictions spiral in tandem with cases. More effective
interventions, with a stable and clear articulation of policy direction, could have a calming effect
in 2022.
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DID CCI OVER-REACH IN SUSPENDING THE AMAZONFUTURE DEAL?
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

Was the Competition Commission’s suspension of the Amazon-Future deal a slam-dunk or is
there more to it than it seems?
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On Wednesday, a division bench of the Delhi high court stayed arbitration proceedings initiated
against the Future Group by Amazon. Future had filed a petition for invalidation of those
proceedings based on a recent order of the Competition Commission of India (CCI) suspending
its two-year-old approval of an Amazon-Future deal and imposing a penalty of 202 crore on
Amazon. The CCI decided to take this unprecedented step on a complaint by Future that
Amazon had made false representations and suppressed material facts whilst seeking CCI
approval of its 2019 purchase of a stake in Future Coupons (FCPL). Amazon and Future are in
the midst of a legal battle on Future’s decision to sell its retail assets to Reliance Retail without
Amazon’s consent—which allegedly breached their pact.
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In September 2019, Amazon sought the CCI’s approval of its acquisition of a 49% stake in
FCPL. This was subject to FCPL’s parent FCRPL transferring its 2.5% stake in Future Retail to
FCPL (referred to as the Coupons Transactions). These transactions also required FCPL not to
exercise certain rights over Future Retail without Amazon’s written consent (including consent
for the sale of Future’s retail assets to Reliance Retail). FCPL got those rights through a
separate agreement (FRL SHA) which was executed with Future Retail before the Coupons
Transactions.
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Based on Future’s complaint in March 2021, the CCI held that the Coupons Transactions were
merely a vehicle for Amazon to “seal a strategic alignment" with Future Retail, which would give
Amazon a “foot-in-the-door" of the Indian retail sector. This alignment was further secured
through various commercial arrangements between Amazon and Future Retail along with the
FRL SHA (referred to as the Retail Transaction).
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According to the CCI, the Amazon-Future combination comprised not only the Coupons
Transactions but also the Retail Transaction, and the two were inter-connected as one would not
take effect without the other. Amazon failed to notify the composite combination and suppressed
the actual purpose of the combination, held the CCI. Such misrepresentation and suppression
by Amazon denied the CCI an opportunity to assess the effect of a strategic deal between
competitors in the retail sector. Therefore, the CCI directed Amazon to re-notify the deal and
suspended its approval.
The question is whether the CCI went too far in ordering a re-inquiry into a combination which
closed over a year ago and should have limited sanctions only to a penalty for
misrepresentation. Here are the missing links:
Was there a failure to notify? The CCI’s case seems to be that there was a partial failure to
notify. Only the Coupons Transactions were notified, but another inter-connected part of the
same combination (i.e. the Retail Transaction) was not. If that is the case, it is not clear how the
CCI had the jurisdiction to review the Coupons Transactions, as none of these individually
triggered the 2019 CCI filing. This fundamental issue of jurisdiction has not been dealt with by
the CCI, leaving us to wonder if there was some way in which the Coupons Transactions as a
whole (not individually) could have triggered that filing in the absence of the Retail Transaction.
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The CCI has acknowledged that Amazon had submitted all underlying agreements on the Retail
Transaction, including an assessment of the combination’s impact on the retail market.
However, the CCI assessed the effects of the combination in the retail market only from the
perspective of the Coupons Transactions and not the Retail Transaction. The key question here
is: If Amazon submitted all agreements on the Retail Transaction (which was implicit in the
Coupons Transactions, with misrepresentations only on its purpose and inter-connection), could
the CCI have imposed a penalty of 200 crore for a failure to notify? In such a case, the penalty
could have been limited to misrepresentation and suppression ( 1 crore each).
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What is suspended and why? According to the CCI, the Retail Transaction was not notified.
Therefore, it could not have been approved. This means that only the Coupons Transactions
were approved. For not notifying the Retail Transaction, the CCI has effectively suspended its
approval of the Coupons Transactions. The practical purpose sought to be achieved through the
suspension is not clear—except that there can only be a consolidated approval and a partial
approval cannot exist. In that case, the CCI could have simply revoked its approval on account
of Amazon’s misrepresentations. The 2019 order had stated that the approval would stand
revoked in case of a misrepresentation.
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Could the CCI override the statutory sunset period? The CCI order is conspicuously quiet on the
basis for overriding a statutory sunset clause that takes away the CCI’s ability to probe a
combination after one year of its taking effect. The only basis could be a provision allowing the
CCI discretion to pass any order for suppression. However, the legislative intent of the sunset
clause is clear, and it must limit any general discretion available to the CCI. The sunset clause is
sacrosanct because even the possibility of unscrambling a combination, especially a year after
taking effect, could jeopardize legal certainty and adversely impact investor sentiment.
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If the CCI had to play it safe, it could have pulled up Amazon only for misrepresentation and
suppression. However, the maximum penalty possible would have been only 2 crore, which
would hardly be a deterrent. For the greater good, the CCI perhaps decided to send out a strong
message that any misrepresentation in combination cases would be unpardonable. However, it
remains to be seen if the CCI’s stance (especially on suspension and re-inquiry) would pass
muster with appellate authorities. Having said that, I do agree with the general outlook that if
combining entities are not deterred from attempts even at suppression (let alone
misrepresentation), the CCI’s time-bound merger control regime may be rendered futile.
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Vivek Agarwal is a partner, DMD Advocates and a co-chair, Competition Law Committee, PHD
Chambers of Commerce and Industry. These are the author’s personal views.
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LET’S EXORCISE THE GHOST OF STALLED ASSET
SELL-OFFS
Relevant for: Indian Economy | Topic: Investment Models: PPP, SEZ, EPZ and others

Yet another miss of India’s budgetary target for stake sales seems likely in 2021-22. Our fiscal
spreads have been haunted by such failure for so long, it could raise questions of state resolve
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The familiar ghost of a missed asset sell-off target at India’s fiscal banquet threatens to reappear this financial year, with Bharat Petroleum Corp Ltd’s sale looking dicey as the year fast
draws towards a close. As reports have it, would-be bidders for this state-run company have not
been able to find partners and arrange funds, even as lender approvals are awaited, for what the
government hoped would be one of its three big coffer-stuffers in 2021-22 to help achieve its
disinvestment goal of 1.75 trillion. Now, with less than a quarter left and financial bids not even
invited, the sale may need to be pushed forth. If so, that could leave a 60,000-crore hole in our
budget math that would burden tax buoyancy with the job of filling it in for the year’s fiscal deficit
to be kept at 6.8% of gross domestic product. Tata-bound Air India and public offer-headed Life
Insurance Corp of India (LIC) are the other two equity offloads the Centre is counting on. So far,
it has raised 9,329 crore, or just about 5% of its plan. In a year of business recovery, rising
valuations and a big revenue revival, this is remarkably slow going. After all, no administration
before this has been so open in its stance on privatization, a term it refreshingly does not shrink
from.
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With an Air India deal in the Centre’s bag, all eyes right now are on the upcoming LIC offer. The
country’s biggest insurer will not be privatized, but given its coverage, financial numbers and
how highly it would probably be valued by investors at large, early estimates had suggested that
even a tenth of its shares held out for grabs could draw a whopping 1 trillion. If this mega-sale
goes through, our performance on a major policy thrust will not be too dismal. Yet, leaving it for
early 2022 could be cutting it too close. Investors await clarity in its issue prospectus on what
value could be got, an evaluation that must factor in how its profits will be shared with LIC policy
holders who get some of its surplus. The longer all this takes, the larger its exposure to the risk
of a turn in the market’s mood as global capital settings begin to change. It would be very
unfortunate if the Centre’s efforts to shed its ownership of enterprises it shouldn’t have owned
were to miss a global capital surge driven by a great covid easing of credit.
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While the Centre has put out a bold outline of its equity-shedding plan, with sectors broadly
marked for stake retention or divestment to varied degrees, failures on its actual score have
routinely haunted our budgets. Last year, it fell short of its 2.1 trillion aim by 1.78 trillion. Even
pre-covid, it met its goal only twice in the six years starting 2014-15, when the current Bharatiya
Janata Party (BJP) dispensation took office. Past administrations had largely been iffy about
India’s policy on privatization, especially the previous one led by the Congress, with its left-ofcentre leanings and residual attachment to an outsized public sector, harking back to a
Nehruvian order whose time was past. For a long part of our economic liberalization story,
analysts saw asset sell-offs as a question of the state’s resolve. The BJP, however, was not
expected to waver on this agenda, let alone let it succumb to similar shades of inertia. Perhaps a
tax-intake bounty can yet help defray the fiscal damage of a missed target this year. But if this
recurrent spectre is to be exorcised for good, we need to get realistic—and plan better.
Never miss a story! Stay connected and informed with Mint. Download our App Now!!
Log in to our website to save your bookmarks. It'll just take a moment.
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SHRI PIYUSH GOYAL CALLS FOR A SINGLE WINDOW
PORTAL FOR DOING ROBUST COMMON KYC SYSTEM
FOR STOCK BROKERS, MUTUAL FUND AND
DEPOSITORIES ETC
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI
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Union Minister of Commerce & Industry, Consumer Affairs, Food & Public Distribution and
Textiles, Shri Piyush Goyal today called for transparency and the highest level of integrity in the
stock markets. Addressing the National Stock Exchange (NSE) function today to mark the Silver
Jubilee Celebration of 25 Years of Nifty Index and 20 Years of Launching of Derivatives Markets
in India, he said this will empower households to look at greater incomes through investment
besides encourage foreign investors.
“I think perception matters in the financial world, & therefore it is imperative we must put in place
a strong system to maintain the highest level of integrity & transparency, which will encourage
every Indian to invest in the stock market & empower households to look at greater incomes
through investment besides encourage foreign investors,”

IA

Shri Goyal said the NSE has been able to eliminate a lot of bad practices and brought in more
transparency in the working of the exchange.
“On a lighter note, many people are missing the charm and the excitement of trading in the ring
as it used to happen earlier, but I think given the current market dynamics & the size of the
markets, I’m sure the ring could not handle this level of trade volumes” he said.
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Shri Goyal said India has earned respect globally, with its robust technical solutions for handling
large trade volumes. “It is equally pertinent that all financial products pass through the prism of
‘Trust, Transparency & Accountability’ so that they can turn into a rainbow of colours for the
investors,” he said.
Shri Goyal said Stock Exchanges play a pivotal role in providing capital both to industry and
service sector and you channelize household savings & institutional flows for capital formation.
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Shri Goyal quoted the Prime Minister Shri Narendra Modi, “Wealth creation is good, but for me
the real value of our securities market lies in their contribution to the development of the nation,
to the improvement of all sectors and to the welfare of the vast majority of citizens.”
“In this spirit, capital markets can become a source of finance for productive purposes like
Infrastructure & Agriculture, which can benefit a very large majority of our population. Also,
commodity derivative markets can be used to eliminate risks of farmers,” he said.
Shri Goyal said India is on the path of unprecedented economic growth. The rising economic
indicators have showcased India and its true potential and capacity. “We have had the highest
ever exports in the history of India. During Dec’21, goods exports stood at $37 bn, up by about
37% over last year. Exports have exceeded $ 30 bn for 9 months in a row consecutively setting
a record every month since April 2021,” he said, adding, “Moody’s recently upgraded India’s
rating, we recorded the highest ever FDI, we see a robust GST collection, Vibrant Startup
ecosystem, Record Mfg & Services PMI - just to name a few indicators!”
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Shri Goyal said the Government under the leadership of PM Modi has worked in a mission mode
to reduce compliance burden. He called upon the NSE to create a single KYC system for all
trading and financial transactions like the NSWS.
“Recently we have launched the National Single Window System, one stop portal, has been
launched on a pilot basis created which is a one-stop portal for approvals & clearances needed
by businesses,” said Shri Goyal, adding, “Is it possible to implement a Single window portal for
doing robust common KYC system for Stock Brokers, Mutual Fund and depositories etc.?”
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Lauding NSE for being recognised as the largest derivatives exchange globally for 2019 & 2020,
Shri Goyal hoped it will contribute strongly to India’s growth story.
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“As we celebrate Azadi ka Amrit Mahotsav, PM said the next 25 yrs will be ‘Amrit Kaal’ for both
India & the NSE also, in a way defining the future of India and the future of investing in India.
NSE is adding to this momentum with its Nifty 50 index, which in a way has become the ‘Stock
of the Nation.’ The Index has grown by 15 times in the last 25 yrs symbolizing the growth
potential of the Indian economy. It has made the common man a part of India’s growth story. I’m
sure the Nifty 50 will continue to play a very important role in making GIFT City an international
financial hub. NSE symbolizes New India’s commitment for strong economic growth.”
Shri Goyal gave a Seven Sutra mantra for the growth of stock exchange market:
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i. Safeguarding interests of Small Retail Investors & the MSMEs by improving their financial
literacy, launching financial products suitable to their risk appetite & meeting their investment
needs
ii. Strong need for participants to be well informed about products that they are investing into;
amplify campaigns which would keep the eyes of investors open.
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iii. Encourage sentiment shift from Speculation to Diversification, from Momentary gains to
building long-term portfolios
iv. Bringing Ease & Simplicity to products which includes launching products in Regional
languages
v. Collaborating with schools and colleges to imbibe investment & trading skills at a young age
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vi. Reduce volatility & the sudden spikes to enlarge investor base & induce robust capital
formation, &
vii. It’s important that we follow the International Best Practices (Wall Street, NASDAQ, etc.) and
aim to be among the top 3 exchanges in the world.
Shri Goyal said let us all make a New Year Resolution to help in making Stock Exchanges a
frontier to achieve target of $5 tn economy. “India cannot become a developed country without
world class securities & commodities market,” he said quoting PM Modi.
“Let us work together to deepen our markets & make an “Aatmanirbhar Financial Market” so that
Indian corporates do not have to look at other markets for funding & risk management
requirements,” he said.
***
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Union Minister of Commerce & Industry, Consumer Affairs, Food & Public Distribution and
Textiles, Shri Piyush Goyal today called for transparency and the highest level of integrity in the
stock markets. Addressing the National Stock Exchange (NSE) function today to mark the Silver
Jubilee Celebration of 25 Years of Nifty Index and 20 Years of Launching of Derivatives Markets
in India, he said this will empower households to look at greater incomes through investment
besides encourage foreign investors.
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“I think perception matters in the financial world, & therefore it is imperative we must put in place
a strong system to maintain the highest level of integrity & transparency, which will encourage
every Indian to invest in the stock market & empower households to look at greater incomes
through investment besides encourage foreign investors,”
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Shri Goyal said the NSE has been able to eliminate a lot of bad practices and brought in more
transparency in the working of the exchange.
“On a lighter note, many people are missing the charm and the excitement of trading in the ring
as it used to happen earlier, but I think given the current market dynamics & the size of the
markets, I’m sure the ring could not handle this level of trade volumes” he said.
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Shri Goyal said India has earned respect globally, with its robust technical solutions for handling
large trade volumes. “It is equally pertinent that all financial products pass through the prism of
‘Trust, Transparency & Accountability’ so that they can turn into a rainbow of colours for the
investors,” he said.
Shri Goyal said Stock Exchanges play a pivotal role in providing capital both to industry and
service sector and you channelize household savings & institutional flows for capital formation.
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Shri Goyal quoted the Prime Minister Shri Narendra Modi, “Wealth creation is good, but for me
the real value of our securities market lies in their contribution to the development of the nation,
to the improvement of all sectors and to the welfare of the vast majority of citizens.”
“In this spirit, capital markets can become a source of finance for productive purposes like
Infrastructure & Agriculture, which can benefit a very large majority of our population. Also,
commodity derivative markets can be used to eliminate risks of farmers,” he said.
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Shri Goyal said India is on the path of unprecedented economic growth. The rising economic
indicators have showcased India and its true potential and capacity. “We have had the highest
ever exports in the history of India. During Dec’21, goods exports stood at $37 bn, up by about
37% over last year. Exports have exceeded $ 30 bn for 9 months in a row consecutively setting
a record every month since April 2021,” he said, adding, “Moody’s recently upgraded India’s
rating, we recorded the highest ever FDI, we see a robust GST collection, Vibrant Startup
ecosystem, Record Mfg & Services PMI - just to name a few indicators!”
Shri Goyal said the Government under the leadership of PM Modi has worked in a mission mode
to reduce compliance burden. He called upon the NSE to create a single KYC system for all
trading and financial transactions like the NSWS.
“Recently we have launched the National Single Window System, one stop portal, has been
launched on a pilot basis created which is a one-stop portal for approvals & clearances needed
by businesses,” said Shri Goyal, adding, “Is it possible to implement a Single window portal for
doing robust common KYC system for Stock Brokers, Mutual Fund and depositories etc.?”
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Lauding NSE for being recognised as the largest derivatives exchange globally for 2019 & 2020,
Shri Goyal hoped it will contribute strongly to India’s growth story.
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“As we celebrate Azadi ka Amrit Mahotsav, PM said the next 25 yrs will be ‘Amrit Kaal’ for both
India & the NSE also, in a way defining the future of India and the future of investing in India.
NSE is adding to this momentum with its Nifty 50 index, which in a way has become the ‘Stock
of the Nation.’ The Index has grown by 15 times in the last 25 yrs symbolizing the growth
potential of the Indian economy. It has made the common man a part of India’s growth story. I’m
sure the Nifty 50 will continue to play a very important role in making GIFT City an international
financial hub. NSE symbolizes New India’s commitment for strong economic growth.”
Shri Goyal gave a Seven Sutra mantra for the growth of stock exchange market:
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i. Safeguarding interests of Small Retail Investors & the MSMEs by improving their financial
literacy, launching financial products suitable to their risk appetite & meeting their investment
needs
ii. Strong need for participants to be well informed about products that they are investing into;
amplify campaigns which would keep the eyes of investors open.
iii. Encourage sentiment shift from Speculation to Diversification, from Momentary gains to
building long-term portfolios
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iv. Bringing Ease & Simplicity to products which includes launching products in Regional
languages
v. Collaborating with schools and colleges to imbibe investment & trading skills at a young age
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vi. Reduce volatility & the sudden spikes to enlarge investor base & induce robust capital
formation, &
vii. It’s important that we follow the International Best Practices (Wall Street, NASDAQ, etc.) and
aim to be among the top 3 exchanges in the world.
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Shri Goyal said let us all make a New Year Resolution to help in making Stock Exchanges a
frontier to achieve target of $5 tn economy. “India cannot become a developed country without
world class securities & commodities market,” he said quoting PM Modi.
“Let us work together to deepen our markets & make an “Aatmanirbhar Financial Market” so that
Indian corporates do not have to look at other markets for funding & risk management
requirements,” he said.
***
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SIX ONE DISTRICT ONE PRODUCT BRANDS
LAUNCHED UNDER THE PMFME SCHEME OF THE
MINISTRY OF FOOD PROCESSING INDUSTRIES
Relevant for: Indian Economy | Topic: Food processing and related industries in India: scope and significance,
location, upstream and downstream requirements and supply chain management
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Union Minister for Ministry of Food Processing Industries, Shri Pashupati Kumar Paras and
Minister of State, Shri Prahlad Singh Patel and senior officials of NAFED today launched six,
One District One Product (ODOP) brands under the Pradhan Mantri Formalisation of Micro food
processing Enterprises (PMFME) Scheme at Panchsheel Bhawan, New Delhi.

The Ministry of Food Processing Industries has signed an agreement with NAFED for
developing 10 brands of selected ODOPs under the branding and marketing component of the
PMFME scheme. Out of these, six brands namely Amrit Phal, Cori Gold, Kashmiri Mantra,
Madhu Mantra, Somdana, and Whole Wheat Cookies of Dilli Bakes were launched today.
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The brand Amrit Phal for amla juice has been exclusively developed under the ODOP concept
for Gurugram, Haryana. The product contains pure amla juice and is a natural elixir with added
lemon for a unique taste and health benefits. The 500 ml bottle is competitively priced at
Rs.120/-.
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Cori Gold brand has been developed for coriander powder which is the identified ODOP for
Kota, Rajasthan. The product has a distinct flavourand brings forth a regional speciality. The
100g pack is competitively priced at Rs.34/-.
Brand Kashmiri Mantra brings out the essence of spices from Kulgam, Jammu and Kashmir.
The Kashmiri Lal Mirch product has been developed under the ODOP component for spices for
Jammu and Kashmir. The product has a distinct flavour and the 100g pack is priced at Rs.75/-.
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Brand Madhu Mantra has been developed under the ODOP concept for honey from Saharanpur,
Uttar Pradesh. The multiflora honey has been collected by free-range bees and the 500g glass
bottle is competitively pricedat Rs.185/-.
Whole wheat cookies, is the second product developed under the brand Dilli Bakes. The brand
and the product have been developed under the bakery ODOP concept for Delhi. According to
NAFED, the whole wheat cookie is a unique product as it is made with whole wheat, jaggery
instead of sugar, and contains butter instead of vanaspati. The 380 gm pack is competitively
priced at Rs.175/-.
Brand Somdana has been developed under the ODOP concept of milletsfrom Thane,
Maharashtra. The ragi flour is a unique product as it is gluten-free, rich in iron, fibre, and
calcium. The 500 gm pack is priced at Rs.60/-.
According to NAFED, for the benefit of consumers, all the products come in unique and
attractive packaging that keeps moisture and sunlight at bay, thus ensuring a longer shelf life of
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the product and keeping it fresh.
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Each Product has been developed based on the extensive knowledge and legacy of the
marketing expertise of NAFED as well as its capabilities and experience in processing,
packaging, supply and logistics. Moreover, each brand will be supported with increased
investments in brand communication in relevant markets and a strong push on digitization
across the value chain.

cr

Through this initiative under the PMFME scheme, the Ministry of Food Processing Industries
aims to encourage the micro food processing enterprises (MFPEs) across the country about the
vision, efforts, and initiatives of the Government to formalise, upgrade and strengthen them and
take them a step closer to Aatmanirbhar Bharat. MFPs are encouraged to come forth and avail
branding support under this initiativeincluding use of marketing rights of these brands from
NAFED.
All the products will be available at NAFED Bazaars, E-commerce platforms, and prominent
retail stores across India.
About the PMFME Scheme:
Launched under the Aatmanirbhar Bharat Abhiyan, the Pradhan Mantri Formalisation of Micro
food processing Enterprises (PMFME) Scheme is a centrally sponsored scheme that aims to
enhance the competitiveness of existing individual micro-enterprises in the unorganized
segment of the food processing industry and to promote formalization of the sector and provide
support to Farmer Producer Organizations, Self Help Groups, and Producers Cooperatives
along their entire value chain. With an outlay of Rs. 10,000 crore over a period of five years from
2020-21 to 2024-25, the scheme envisions to directly assist the 2,00,000 micro food processing
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units for providing financial, technical, and business support for up-gradation of existing micro
food processing enterprises.
For more details, visit: www.pmfme.mofpi.gov.in
*****
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Union Minister for Ministry of Food Processing Industries, Shri Pashupati Kumar Paras and
Minister of State, Shri Prahlad Singh Patel and senior officials of NAFED today launched six,
One District One Product (ODOP) brands under the Pradhan Mantri Formalisation of Micro food
processing Enterprises (PMFME) Scheme at Panchsheel Bhawan, New Delhi.
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The Ministry of Food Processing Industries has signed an agreement with NAFED for
developing 10 brands of selected ODOPs under the branding and marketing component of the
PMFME scheme. Out of these, six brands namely Amrit Phal, Cori Gold, Kashmiri Mantra,
Madhu Mantra, Somdana, and Whole Wheat Cookies of Dilli Bakes were launched today.
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The brand Amrit Phal for amla juice has been exclusively developed under the ODOP concept
for Gurugram, Haryana. The product contains pure amla juice and is a natural elixir with added
lemon for a unique taste and health benefits. The 500 ml bottle is competitively priced at
Rs.120/-.
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Cori Gold brand has been developed for coriander powder which is the identified ODOP for
Kota, Rajasthan. The product has a distinct flavourand brings forth a regional speciality. The
100g pack is competitively priced at Rs.34/-.
Brand Kashmiri Mantra brings out the essence of spices from Kulgam, Jammu and Kashmir.
The Kashmiri Lal Mirch product has been developed under the ODOP component for spices for
Jammu and Kashmir. The product has a distinct flavour and the 100g pack is priced at Rs.75/-.
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Brand Madhu Mantra has been developed under the ODOP concept for honey from Saharanpur,
Uttar Pradesh. The multiflora honey has been collected by free-range bees and the 500g glass
bottle is competitively pricedat Rs.185/-.
Whole wheat cookies, is the second product developed under the brand Dilli Bakes. The brand
and the product have been developed under the bakery ODOP concept for Delhi. According to
NAFED, the whole wheat cookie is a unique product as it is made with whole wheat, jaggery
instead of sugar, and contains butter instead of vanaspati. The 380 gm pack is competitively
priced at Rs.175/-.
Brand Somdana has been developed under the ODOP concept of milletsfrom Thane,
Maharashtra. The ragi flour is a unique product as it is gluten-free, rich in iron, fibre, and
calcium. The 500 gm pack is priced at Rs.60/-.
According to NAFED, for the benefit of consumers, all the products come in unique and
attractive packaging that keeps moisture and sunlight at bay, thus ensuring a longer shelf life of
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Each Product has been developed based on the extensive knowledge and legacy of the
marketing expertise of NAFED as well as its capabilities and experience in processing,
packaging, supply and logistics. Moreover, each brand will be supported with increased
investments in brand communication in relevant markets and a strong push on digitization
across the value chain.
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Through this initiative under the PMFME scheme, the Ministry of Food Processing Industries
aims to encourage the micro food processing enterprises (MFPEs) across the country about the
vision, efforts, and initiatives of the Government to formalise, upgrade and strengthen them and
take them a step closer to Aatmanirbhar Bharat. MFPs are encouraged to come forth and avail
branding support under this initiativeincluding use of marketing rights of these brands from
NAFED.
All the products will be available at NAFED Bazaars, E-commerce platforms, and prominent
retail stores across India.
About the PMFME Scheme:
Launched under the Aatmanirbhar Bharat Abhiyan, the Pradhan Mantri Formalisation of Micro
food processing Enterprises (PMFME) Scheme is a centrally sponsored scheme that aims to
enhance the competitiveness of existing individual micro-enterprises in the unorganized
segment of the food processing industry and to promote formalization of the sector and provide
support to Farmer Producer Organizations, Self Help Groups, and Producers Cooperatives
along their entire value chain. With an outlay of Rs. 10,000 crore over a period of five years from
2020-21 to 2024-25, the scheme envisions to directly assist the 2,00,000 micro food processing
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units for providing financial, technical, and business support for up-gradation of existing micro
food processing enterprises.
For more details, visit: www.pmfme.mofpi.gov.in
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BANKS’ ASSET QUALITY AT RISK FROM COVID-19
THIRD WAVE, SAYS ICRA
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Deja vu:The third wave could revive the demand for the restructuring of loans, says ICRA’s
Gupta.Nagara GopalNAGARA GOPAL

m

The asset quality of Indian lenders, especially the restructured loan book, is at risk from a
potential third wave of COVID-19, ICRA Ratings said in a report.
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“With the increased spread of the new variant Omicron, there is a high possibility of the
occurrence of a third wave,” said Anil Gupta, Vice President, Financial Sector Ratings, ICRA
Ratings. “As banks restructured most of these loans with a moratorium of up to 12 months, this
book is likely to start exiting the moratorium from Q4 FY2022 and Q1 FY2023,” he noted.
“Therefore, a third wave poses high risk to the performance of the borrowers that were impacted
by the previous waves and hence poses a risk to the improving trend of asset quality,
profitability, and solvency,” he said.
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Banks had implemented 83% of the total requests (76% for public sector banks and 86% for
private banks) received under COVID 2.0, leading to an overall restructuring of Rs. 1.2 trillion of
loans till September 30, 2021, Mr. Gupta observed.
As the restructuring requests could be implemented till December 31, 2021, incremental
restructuring could increase by 15-20 basis points from the current levels, Mr. Gupta opined.
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Restructuring demand

“The third wave could revive the demand for the restructuring of loans, including loans which
were already restructured,” he said.
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“In such a case, visibility on the performance of the restructured loan book, which was earlier
expected in FY2023, may now be expected in FY2024 as the moratorium on the existing
restructured loans could be extended,” Mr. Gupta added.

Our code of editorial values
END
Downloaded from crackIAS.com
© Zuccess App by crackIAS.com

Page 64
Source : www.thehindu.com

Date : 2022-01-07

RELIANCE RAISES $4 BN IN FOREIGN CURRENCY
BONDS
Relevant for: Indian Economy | Topic: Issues relating to Mobilization of resources incl. Savings, Borrowings &
External Resources
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Reliance Industries Ltd. (RIL) said it has raised $4 billion in long- term debt of up to 40 years
through the largest-ever foreign currency bond issuance by an Indian company.
The company plans to use the proceeds of the Senior Unsecured Notes across 10, 30 and 40year tranches for refinancing of existing borrowings.
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The bonds, due for maturity in 2032, are priced at 2.875%, while those due in 2052 and 2062
were priced at 3.625% and 3.750%, respectively.
RIL said the issue was oversubscribed almost three times.

“The notes have been priced at 120 basis points (bps), 160 bps and 170 bps over the respective
U.S. Treasuries benchmark,” it said in a statement.
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“RIL has joined a select group of issuers from Asia to have made jumbo bond issuances,” the
company said adding “this is the largest ever foreign currency bond issuance from India and first
ever 40-year tranche by a BBB private sector corporate from Asia ex-Japan,” it said.
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BRING BACK PROVISION FOR AUDIT OF GST ANNUAL
RETURNS: ICAI TO GOVT
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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NEW DELHI : Accounting rule maker Institute of Chartered Accountants of India (ICAI) has
asked the government to bring back the audit and certification provisions relating to Goods and
Services Tax (GST) annual returns, saying that doing away with audit will disrupt compliance.
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GST authorities last August dropped the provision for mandatory audit of annual returns for
businesses with sales of 2 crore and above, and introduced self-certification of a reconciliation
statement for those with 5 crore sales and more, replacing the certification needed by a
chartered or cost accountant.
This self-certified statement is for reconciling the value of supplies declared in the return
furnished for the financial year, with the audited annual financial statement. Self-certification puts
the responsibility on taxpayers to furnish true and accurate details in their annual return. The
idea was to encourage voluntary compliance and to improve the ease of doing business. The
change is applicable for FY21 and beyond.
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In a proposal to the finance ministry, ICAI suggested that amendments made to Central GST Act
through the Finance Act last year should be withdrawn and the requirement of getting annual
accounts audited and reconciliation statement certified by a chartered accountant be reinstated
in law because GST audit by a chartered accountant ensures taxpayer compliance and helps in
plugging revenue leakages.
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“Doing away with audit will lead to large scale disruption of compliance resulting in demand
notices and the taxpayers will be burdened with tax, interest and penalties that could have been
avoided had there been a system of audit to identify the lapses in time. Litigation would also
increase due to errors that would be left unresolved until departmental audit is conducted," ICAI
cautioned in its proposal.
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The accounting rule maker also said that revenue is recognized differently in accounting and
GST law. While financial statements are prepared on ‘accrual system’, GST follows a vastly
different ‘time of supply’ based system of tax payment. Even the financial statements are
prepared differently on the basis of applicable standards depending upon the nature of the
entity. “Thus, it is essential that the reconciliation statement be certified by a chartered
accountant who is proficient in both accounting aspects as well as GST law," ICAI told the
ministry. Mint has seen a copy of the suggestions. An email sent to the finance ministry seeking
comments for the story remained unanswered at the time of publishing.
After the introduction of GST, tax authorities gradually reduced the return filing requirements and
offered an amnesty scheme for defaulters to make good their compliance track record. At the
same time, tax credit-related provisions have been gradually tightened to check tax evasion.
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INDIA SEES TRIPLE-DIGIT GROWTH IN SALES OF
ELECTRIC TWO-WHEELERS
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SMEV said in a report sales rose 132% and 233,971 electric vehicles were sold in 2021
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NEW DELHI : Sales of electric two-wheelers in India increased 132% in 2021, the Society of
Manufacturers of Electric Vehicles (SMEV) said in a new report.
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A total of 233,971 electric two-wheelers were sold during the year as compared to 100,736 a
year ago.
Hero Electric, with 34% of the market share, was the top seller, followed by Okinawa (22%) and
Ather (12%)—the other two companies with a double-digit market in the top ten.
Electric two-wheelers that can go beyond 25km per hour and require a full drivers licence, grew
at an even higher 425% as compared to low-speed counterparts which grew only by 24%.
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Low-speed electric two-wheelers move at under 25kmph and require no licence or registration.
According to SMEV, low-speed electric two-wheelers were in demand until 2020, when they
accounted for 70% of sales. However, interest waned in 2021, especially in the OctoberDecember quarter when their market share dropped to less than 15%.
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SMEV has attributed this to the subsidies given to high-speed electric two-wheelers under the
FAME 2 policy that have made them more affordable than low-speed two wheels. FAME 2 or
Faster Adoption and Manufacturing of (Hybrid &) Electric Vehicles in India is an incentive-based
scheme by the government to subsidise the making and buying of electric vehicles including
two-wheelers. According to Sohinder Gill, director general of SMEV, the recent changes in EV
policy through FAME 2 were game-changing for the EV industry.
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“In the last 15 years, we collectively sold around 1 million electric two wheelers, e-three
wheelers, e-cars, and e-buses, and we will most likely sell the same 1 million units in just one
year beginning January 22," said Gill. He believes that in the next 12 months, sales will grow 5
to 6 times more.
“Customers have now started shifting in large numbers from petrol two-wheelers to electric ones
due to attractive prices, lower running costs, and lower maintenance. A significant percentage of
customers also factor in the environment and sustainability in their decision to buy an electric
two-wheeler," he added.
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A new election season is around. Five States (Uttar Pradesh, Uttarakhand, Manipur, Goa and
Punjab) will elect new Assemblies and Chief Ministers in the coming weeks. Parties are wooing
voters with dazzling new promises. The Aam Aadmi Party leader, Arvind Kejriwal, is offering
1,000 a month to all adult women (above age 18); the Shiromani Akali Dal’s offer is 2,000 for
poor women, which is matched by the Congress, in Punjab. The Samajwadi Party is promising
300 units of free electricity in Uttar Pradesh, and the Centre has extended its free foodgrain
programme (the Pradhan Mantri Garib Kalyan Anna Yojana, or PMGKAY), across the country,
until March 2022.
More such measures and promises can be expected as campaigning picks up. Campaigns are
made of pageantry around big projects and enumeration of welfare schemes. This emphasis on
redistribution corresponds with a de-emphasis on job creation in political rhetoric, the promises
of which still exist but only as feeble addendums. There is a synchronous celebration of ‘job
creators,’ often juxtaposed with ‘job seekers,’ by governments that subtly absolve themselves. If
you cannot find a job, why not create a few?
Explained | What will a legal guarantee of MSP involve?
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In fact, the current wave of competitive welfarism disconnects Indian politics from the middle
class that believed in, and cheerfully ushered in, a majoritarianism-market compact. A section of
them may be frustrated over stunted material progress as they were during the last years of the
United Progressive Alliance government. But politics is now being litigated lower down in the
social and economic ladder by those who are desperate to get by. The slew of welfare schemes,
which often includes a few hundred rupees in cash doles, creates a massive political
constituency. Politics seems less about aspiration and more about desperation.
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It is easy to blame individual leaders or natural disasters such as the COVID-19 pandemic for
this knot. The mismanagement and the incompetence of individual leaders may aggravate it, but
the fundamental puzzle is the friction between the dictates of democratic politics and marketdriven development. The divergence between the principles of market economy and imperatives
of a democratic society is the core dilemma of liberalism. The entrenched liberal notion that
market and democracy are integral to each other is being questioned by leaders of both.
For instance, in the United States, popular leader Bernie Sanders calls himself a ‘democratic
socialist’, while Peter Thiel, one of its reigning capitalist moguls, fears that democracy will stall
human progress and derail order. The trajectory of technological and economic progress is
making this divergence increasingly stark.
The WTO’s challenge to MSP is another frontier to cross
More than the question of inequality, the conflict between the political and economic orders
arises out of the shrinking ability of the latter to fulfil the basic aspirations of the masses through
market mechanisms. The interests of the consumer and the investor conflicts with those of the
citizen and the labour, Robert Reich points out in Supercapitalism. A politician facing the
electorate has to create and protect jobs and build public amenities; incentives for job creation, if
at all, are indirect and distant for the investor, who is ever looking for reducing the workforce or
moving work to cheaper places and workers. Politicians are trying to restrict the mobility of
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capital through measures such as global minimum tax, etc. Capitalism, meanwhile, is trying to
escape the planet itself, and in the interim, to free itself from state authority through
technological routes such as cryptocurrencies.
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The many questions arising from QES data
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As the composition of the economy shifts in favour of activities that require little labour, the same
amount of growth creates fewer jobs. More than a decade ago, ‘jobless growth’ had become a
talking point in Indian political debates. Nobody talks about it today — not because the problem
has been resolved but because everyone has accepted it as the normal. The downward trickle
has become feeble. Politicians respond to this reality. For instance, Mr. Kejriwal told a gathering
in Uttarakhand on Monday that he would create lakhs of jobs once in power, but it could take
time. “…in the interim, we will pay 5,000 to every unemployed person.” A universal basic income
is an idea that is now being discussed globally. Barons such as Elon Musk and Bill Gates
support a universal basic income for the entire population in the days to come.
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This is turning the ‘there is no free lunch’ bombast (which politicians and business leaders
mouthed in unison in the early 1990s) on its head. Subsidies were then rolled back, and people
were asked to compete for sustenance and success. Pushed to the wall, they revolted and voted
out government after government. Welfarism returned, and how. Not only that, the Mahatma
Gandhi Employment Guarantee Act — a rural employment scheme that provides 100 days of
employment/jobs a year at a minimum wage to anyone who asks for it — survived, and grew by
four times between 2014 and now. It was ridiculed as a monument to the failure of the
predecessor regime but today, it is the lifeline of the current regime, alongside add-ons such as
free cooking gas and cash incentives to farmers. Welfarism is secular — all parties, from the
Bharatiya Janata Party to the CPI(M); and all leaders, from Pinarayi Vijayan (Kerala) to Mamata
Banerjee (West Bengal) to Prime Minister Narendra Modi are looking for new opportunities for
compassion signalling. In Kerala, the free ration kit, last Onam, came with a sweet and vermicelli
among its items. In other places, free laptops, bicycles and smartphones seem to be a part of
the welfare mix.
The need to move away from clientelism
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Redistribution has become critical for the survival of democratic politics everywhere — the
United States or India. Smarter politicians know that men do not live by bread alone. So, several
State governments in India now offer free pilgrimages! Far from outraging over the Haj subsidy,
voters now have a catalogue of free pilgrimages to choose from, suitable for a range of beliefs
and superstitions. A politician’s success is figuring out the minimum price to be paid to garner
sufficient voter support to hold on to power, and the fundamentals of the social and the
economic order intact. The threshold is not very high. Two-thirds of voters voted in India and the
U.S. in their latest elections; 37% voted for the current regime in India; in the U.S., the regime
has the support of more than half, which is more due to the country’s two-party system than its
popularity. Political stability in democratic societies is contingent on the continuing confidence of
the threshold population in the system.
Welfare schemes have created significant development outcomes in the long and short term, as
experience from many Indian States over the decades shows. They were seen as the deepening
of democracy. When welfare is weaponised to mute substantive political questions, its impact on
democracy is less reassuring. The current generation of welfare schemes do not come as a right
of citizens but as the generosity of the individual leader. Similarly, while promotion of
entrepreneurship by the government is laudable, turning it into a call to the people to create jobs
rather than seek them, redefines aspiration as an individual burden and responsibility.
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Facilitating a bargain between wealth accumulators and welfare seekers appears to have
become the primary function of politics. But it is unclear whether this will remain an infinitely
sustainable lubricant that mitigates the fundamental friction, and whether the state might fall
back on coercion. For now, there will be free lunches, and suppers for a song. Or a vote.
varghese.g@thehindu.co.in
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EXTINGUISHING THE TOBACCO INDUSTRY’S MAIN
NARRATIVE
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Black Money incl. Government Budgeting
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Tobacco is a product that kills more than 13 lakh Indians every year. The annual economic
burden from tobacco use is estimated to be 177,340 crore which is more than 1% of India’s
GDP. About 27 crore people above the age of 15 years and 8.5% of school-going children in the
age group 13-15 years use tobacco in some form in India. There is no doubt that tobacco use is
highly detrimental to public health. We have to find the ways and the means to reduce the
demand for tobacco among existing as well as aspiring users.
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A large body of literature shows price and tax measures to be one of the most cost-effective
measures to reduce demand for tobacco products. When tobacco products become more
expensive, people either quit using them or use them less, and it incentivises many to not initiate
the habit. Because it hurts both revenue and profits, the tobacco industry, globally, is always
devising tactics and narratives that will pre-empt any kind of tax increases on tobacco products.
The narrative of “increasing illicit trade” is something the tobacco industry has historically used
to pre-empt potential tax increases on tobacco products in most countries around the world. The
story is no different in India. The tobacco industry, led by ITC Limited, has maintained that the
illegal cigarette trade accounts for as much as 25% of the cigarette market in India. In a recent
report by the Tobacco Institute of India, a representative body of the cigarette industry, it was
said that the illicit cigarette volume in India has grown by 44% from 2011 to 2019 while adding
that high and increasing tax rates provide a profitable opportunity for tax evasion and encourage
growth in illegal trade.
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Low tobacco tax, poor health
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In the interest of regulating tobacco use and protecting public health, it is important to examine
whether there is any truth in these industry claims. When one takes a deeper look, however, it is
easy to see that neither the estimates nor the methods used to derive them are backed by any
transparent studies. On the other hand, there are two studies published in peer-reviewed
scientific journals in recent years that estimate the percentage of illicit cigarettes in the Indian
market using widely accepted best practice methodology to estimate the same. The first study
published in 2018 which used a survey of empty cigarette packs collected from retail outlets
across different cities in India estimated that illicit cigarettes constitute 2.7% of the market. The
second study published in 2020 used tax-gap analysis to estimate that the percentage of illicit
cigarettes was 5.1% in 2009-10 and 6.6% in 2016-17. Both these studies used transparent and
replicable methods and their estimates of the illicit market were nowhere near the 25% figure
that the tobacco industry in India has been using to influence the public discourse on tobacco
taxation.
The economic burden from tobacco use in India has increased by 22% in real terms over the
period 2011 to 2017. There has been a 3% real decline in Goods and Services Tax (GST)
revenues from tobacco products in the past two financial years. On the other hand, the annual
reports of ITC show their profits after tax in real terms have increased, on average, 3% every
year for the past 10 years. One must also note that despite all the business diversification ITC
has undertaken over the years, close to 85% of its profits still come from the cigarette business
alone.
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India among countries with lowest quit rates for smoking: report
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Exaggerating both the scale and the extent of illicit trade has been a means the tobacco industry
has used historically to advocate against tobacco tax increases. However, it is to be noted that
taxes and prices are not the key determinants of illicit trade. There is sufficient evidence in the
literature on illicit trade in cigarettes that shows tax increases only have a minimal impact, if at
all, on illicit trade. There are several countries where tobacco taxes are quite high and yet have
low levels of illicit trade, while there are also countries with high levels of illicit trade despite
having relatively low tax rates. Several factors such as the quality of tax administration, the
strength of the regulatory framework, government commitment to control illicit trade, the strength
of governance, social acceptance, and the presence of informal distribution networks are known
to play a larger role in determining the scale and the extent of an illicit market.
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The estimated percentage of the illicit market for cigarettes in India is far lower than most
countries out there and well below the world average at 11.2% as estimated in a recent study
(https://bit.ly/32SGhwI) on the illicit cigarette market across 36 countries. Eliminating all forms of
illicit trade in tobacco products through a package of measures is one of the major objectives of
the Protocol to Eliminate Illicit Trade in Tobacco Products under the World Health Organization’s
Framework Convention on Tobacco Control. The Protocol provides the tools and the measures
to eliminate or minimise illicit trade which includes strong governance, establishing an
international track and trace system, and securing supply chains. India has already ratified the
World Health Organization Protocol and it should now show leadership in implementing these
measures to effectively address even the relatively lower levels of illicit trade.
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Over a quarter of students exposed to second-hand smoke: survey
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India had no significant tax increases on any of the tobacco products for the past four years
since the introduction of GST in 2017 because of which tobacco products have become more
affordable as shown in recent studies. There is no scientific or public health rationale not to
increase tax on tobacco products for unfounded fear of increasing illicit trade.
Rijo M. John is a health economist and Adjuct Professor at the Rajagiri College of Social
Sciences, Kochi, Kerala
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WHAT MERGER OF FUNDS BY HDFC MF MEANS TO
INVESTORS?
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

HDFC Mutual Fund decided to merge three of its schemes with HDFC Large and Mid Cap Fund,
which was formerly known as HDFC Growth Opportunities Fund.
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The three schemes are HDFC Long Term Advantage Fund, an ELSS scheme, which was closed
for subscription as part of the scheme re-categorization and rationalization exercise in 2018; and
two close-ended schemes - HDFC EOF - II - 1126D May 2017 and HDFC EOF - II - 1100D June
2017, which are expected to mature on 14 January 2022 and 20 January 2022, respectively.
On what should unitholders do when the schemes invested in gets merged with other, Suvajit
Ray, Head - Products, IIFL Securities said: “MF schemes merging are usually not a cause for
worry for investors. The process is well-regulated and all unit holders' investments are safely
taken care of in the merger process."
He added, “investors should however pay attention to the nature of the surviving scheme i.e.
what is the name/category of the scheme that will remain after the merger. If they are not keen
on staying invested in a different category due to already existing exposure or not preferring that
category, they can consider exiting or switching into a more suitable scheme."
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Investors of all the three merged HDFC schemes have been given a load-free 30-day exit
window to redeem their investments if they want to. For the ELSS scheme and the - HDFC EOF
- II - 1126D May 2017, the last date is January 14, 2022, while for HDFC EOF - II - 1100D June
2017, the window is open till January 20, 2022. Unitholders of HDFC Large and Mid-Cap Fund,
with which other schemes are merged are also given an option to leave until January 20, 2022,
despite all features of this scheme shall remain unchanged, as per HDFC MF. Investors may
also choose to exit later with exit load, if any.
Fundamental attributes
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All the three funds that are getting merged are significantly large-cap oriented while HDFC Large
and Mid Cap also has meaningful exposure to mid-cap, as the category mandates a minimum
investment of 35% each in large as well as mid cap stocks.
As per the data from Geojit Financial Services, “HDFC Large and Midcap Fund currently runs on
an allocation of 52% in large cap and 42% in mid cap. But the 3 schemes listed for merger with
this scheme, has higher allocation in Large caps (86%) and only nominal allocation in mid and
small segment (13%)of the portfolio"
On back of larger universe for stock selection, HDFC Large and Mid-Cap fund looks to be welldiversified than the other funds. As per the data from Value Research, the portfolio exposure to
the top 10 stocks and top three sectors of the fund has been 33 per cent and 45 per cent
respectively. For other funds, the exposure has been more than 50 per cent.
To have a perspective on how the HDFC Large and Mid-Cap fund has fared, we looked at
upside capture ratio from Morningstar.in. The ratio that shows whether a given fund has
outperformed--gained more than a broad market benchmark during periods of market strength
has been at 109 over the category’s of 100 (higher the better).

Page 75
However, the drawdown for the fund, which measures a scheme’s percentage decline between
the peak and the subsequent trough during a specific period, was higher at -30.44 per cent over
the category average of -28.69 per cent during four months ending March 31, 2020.
The HDFC Large and Mid-Cap fund is being managed by Gopal Agarwal since July 16, 2020.
Prior to joining HDFC Mutual Fund he has worked with DSP Mutual Fund, Tata AMC, Mirae
Asset Mutual Fund and SBI Mutual Fund among others.
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HDFC Large and Mid Cap Fund
What should investors do?
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One of the important points to note by investors in the schemes getting merged is the category
shift. When these schemes are merged, the new scheme may have to have higher exposure in
midcaps, to satisfy the scheme mandate, thus increasing the overall risk level.
Jeevan Kumar, Head of Investment Advisory at Geojit Financial Services, said “Though the risko-meter shows the same risk level for all these four schemes, the volatility levels vary. Hence,
those who cannot shoulder higher risk in their investment, may shift to any large-cap oriented
scheme. If otherwise, there is nothing wrong in staying invested in the existing scheme and
accept the merger."
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Pointing to volatility, Harish Sharma, Fund Manager, Motisons Shares Private Limited said
“given the new changes next two quarters performance will be volatile due to major changes in
mid cap and small cap balancing of these Schemes. But investor with long-term horizon can
hold the units considering Gopal Agrawal, HLMF’s fund manager has good track record."
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‘INDIA TO SURPASS JAPAN AS ASIA’S 2ND LARGEST
ECONOMY BY 2030’
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Global growth engine:‘India’s nominal GDP is forecast to rise from $2.7 trillion in 2021 to $8.4
trillion by 2030’.AFPAFP
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India is likely to overtake Japan as Asia’s second-largest economy by 2030 when its GDP is also
projected to surpass that of Germany and the U.K. to rank as the world’s No.3, IHS Markit said
in a report on Friday.
Currently, India is the sixth-largest economy, behind the U.S., China, Japan, Germany and the
U.K.
“India’s nominal GDP... is forecast to rise from $2.7 trillion in 2021 to $8.4 trillion by 2030,” IHS
Markit said. “This rapid pace of economic expansion would result in the size of Indian GDP
exceeding Japanese GDP by 2030, making India the second-largest economy in the AsiaPacific region.” By 2030, the Indian economy would also be larger in size than the largest
Western European economies of Germany, France and the U.K.
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The long-term outlook for the Indian economy is supported by a number of key growth drivers.
“An important positive factor for India is its large and fast-growing middle class, which is helping
to drive consumer spending,” IHS Markit said, forecasting that the country’s consumption
expenditure will double from $1.5 trillion in 2020 to $3 trillion by 2030.
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For the full fiscal year 2021-22, India’s real GDP growth rate is projected to be 8.2%, rebounding
from the severe contraction of 7.3% year-on-year in 2020-21, IHS Markit said.
The Indian economy is forecast to continue growing strongly in the 2022-23 fiscal year, at a
pace of 6.7%.
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The rapidly growing consumer market as well as its large industrial sector have made India an
increasingly important investment destination for multinationals in many sectors, including
manufacturing, infrastructure and services.
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India's GDP may grow 9.2% in the current financial year ending March 2022, according to the
first advance estimates released by the government.
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Indian economy has gained momentum during the July-September period, inching gradually
back to normalcy as coronavirus related disruptions eased significantly in the aftermath of a
devastating second wave.
GDP for the second quarter of the financial year grew by 8.4% from a year ago, one of the
fastest rates among major economies, data released by the government showed on Tuesday.
“Real GDP or GDP at Constant Prices (2011-12) in the year 2021-22 is estimated at 147.54 lakh
crore, as against the Provisional Estimate of GDP for the year 2020-21 of 135.13 lakh crore,
released on 31st May 2021. The growth in real GDP during 2021-22 is estimated at 9.2 per cent
as compared to the contraction of 7.3 per cent in 2020-21," Ministry of Statistics & Programme
Implementation said in a statement.
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Meanwhile, real GVA is estimated at 135.22 lakh crore in 2021-22, as against 124.53 lakh crore
in 2020-21, showing a growth of 8.6%.
Reserve Bank of India (RBI) has projected a GDP growth rate of 9.5% for the current financial
year with inflation seen at 5.3%.
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The growth in nominal GDP during 2021-22 is estimated at 17.6%, while nominal GVA is
estimated at 210.37 lakh crore in 2021-22, as against 179.15 lakh crore in 2020-21, showing a
growth of 17.4%.
The government estimated that most key sectors will likely see double-digit growth in FY22,
aided by base effect, while private consumption may see a modest recovery in same period.
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The projection is less than the 9.5% forecast by the International Monetary Fund (IMF) and S&P,
while Moody's Investors Service had in recent weeks put India's growth forecast at 9.3%. Fitch
Ratings has projected an 8.7% expansion.
The NSO estimates significant growth in 'mining and quarrying' (14.3%), and 'trade, hotels,
transport, communication and services related to broadcasting' (11.9%).
The agriculture sector is estimated to see a growth of 3.9% in FY22, higher than the 3.6%
expansion recorded in the previous financial year.
Vivek Rathi, director at consultancy Knight Frank India, said the third wave of the virus had
impacted the estimates. "We hope to have a softer landing from the third wave and continue
economic momentum without severe disruptions."
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‘EMPLOYERS MUST REJIG STAFFING PROCESS’
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable
Development

Manish Sabharwal

m

Employers in India should reimagine their people supply chains by rethinking their fresher hiring,
revamping training programmes, reworking their organisation structures from ‘pyramids to Eiffel
towers’, according to Manish Sabharwal, Executive Vice-Chairman of TeamLease Services.
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On the challenges before HR managers in a post- pandemic job market, Mr. Sabharwal said,
“Employers must recognise that employees have plenty of choices. There are only three
solutions in front of HR managers: matching, repairing and preparing.’’
He further said, despite a booming job market, India’s staffing industry was still at an infant stage
in evolution.
“Our staffing industry is still a baby in diapers as we have not yet scratched the surface on our
addressable market despite the current boom in employment,” Mr. Sabharwal remarked.
‘Taxicab relationship’

ac
k

‘Challenges galore’

IA

The phenomena of employment shifting from a lifetime contract to a taxicab relationship had
been long in the making but obviously the pandemic reminded employers that they needed to
view staffing as a series of concentric circles (permanent, direct contract, consultants, third-party
contract, gig, etc.), he stated.

“I think the challenges our country is still facing are around matching (connecting demand with
supply), mismatching (repairing supply for demand), pipelining (preparing supply for demand)
and migrating (taking people to jobs).
“Progress is happening on all fronts but it could be faster, broader and deeper,” he observed.
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On India’s poorly-developed apprenticeship culture, Mr. Sabharwal said, it was a ‘shame’ that
the country had only seven lakh apprentices, when we could have had 1.5 crore of them.
“This despite passing legislation in 1961 and identifying apprentices as the 20th point in the 20point plan in 1975. But change is coming. We are now able to convince employers that a well
designed apprenticeship programme is not charity or CSR, but the only way to create a
sustainable/scalable people supply chain,” Mr. Sabharwal added.
It was a shame that the country had only seven lakh apprentices, when we could have
had 1.5 crore of them
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LIC IPO: ‘DPIIT TO APPROACH CABINET ON REVISED
FDI POLICY TO FACILITATE PROCESS’
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign Capital, Foreign Trade
& BOP

m

The Department for Promotion of Industry and Internal Trade (DPIIT) will soon try to approach
the Union Cabinet to seek its approval on changes in the FDI policy to facilitate disinvestment of
the country's largest insurer LIC, a top government official said on Sunday.
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DPIIT Secretary Anurag Jain said the issue has been discussed with the Department of
Financial Services and Department of Investment and Public Asset Management (DIPAM) and
all have reached unanimity.
"Now it is a matter of drafting it out. We will try that soon we will make the Cabinet note, after
holding inter ministerial consultation, (to) take the approval...It will be very soon," Jain told
reporters here.
The Finance Minister has directed that the disinvestment has to be completed during the current
financial year, "so we also have to work at that pace," he added.
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According to the current foreign direct investment (FDI) policy, 74 per cent foreign investment is
permitted under the automatic route in the insurance sector. However, these rules do not apply
to the Life Insurance Corporation of India (LIC), which is administered through a separate LIC
Act.

ac
k

As per Sebi rules, both foreign portfolio investment (FPI) and FDI are permitted under public
offer. However, sources said since the LIC Act has no provision for foreign investments, there is
a need to align the proposed LIC IPO with Sebi norms regarding foreign investor participation.
The Cabinet had in July last year approved the initial public offering (IPO) of LIC and the stakesale is being planned in the current March quarter.
When asked about the issue of direct overseas listing of Indian startups, the secretary said the
department is still examining the matter to understand exactly what the startups want.
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"To my mind there is nothing which stops them from doing (that). Why do they want to go
outside and list, what are the factors which are not there? We are engaged in the discussion
with the industry leaders.
"I know there was a proposal which was under consideration. There are views which need to be
synchronised and come to a final conclusion. But I want to understand what exactly is really
required. Why can't it be listed...So we are still examining that," he said.
Further, Jain informed that DPIIT is organizing the first-ever Startup India Innovation Week from
January 10.
DPIIT has recognised more than 61,000 startups as on date and created over 6 lakh jobs since
2016.
"This startup and innovation festival's primary goal is to bring together the country's key startups,
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entrepreneurs, investors, incubators, funding entities, banks, policymakers, and other
national/international stakeholders to celebrate entrepreneurship and promote innovation," he
said.
The platform will also promote knowledge exchange, develop entrepreneurial ecosystem
capacities; mobilise global and domestic capital for startup investments; and provide market
access opportunities.
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The week-long event includes interaction of select startups with Prime Minister Nareandra Modi
on January 15; roundtable with global investors and domestic funds; launch of Open Network for
Digital Commerce (ONDC) digital strategy.

S.
co

ONDC is an initiative of DPIIT which aims to democratise digital commerce, moving it from a
platform-centric model to an open network.
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As UPI is to the digital payment domain, ONDC is to e-commerce in India. It will enable buyers
and sellers to be digitally visible and transact through an open network, no matter what
platform/application they use. It will empower merchants and consumers by breaking silos to
form a single network to drive innovation.
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TELECOM FIRMS NOT LOOKING TO CONVERT GOVT
DUES INTO EQUITY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI
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NEW DELHI : Bharti Airtel Ltd and Vodafone Idea Ltd are unlikely to opt for converting interest
on deferred spectrum and adjusted gross revenue (AGR) dues into equity, because of improved
finances, a senior government official told Mint.
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“I think nobody’s looking at exercising that option at this point. Industry itself is now feeling much
more comfortable and confident of starting the next investment cycle," the official said, asking
not to be named. The telecom sector’s health was on the upswing with an increase in tariffs and
liquidity emanating from the government’s reform package, the official added.
The conversion of accrued interest into equity can be done by invoking Section 62 (4) of the
Companies Act, and the amount will be treated as a loan until the conversion is completed, the
department of telecommunications (DoT) said in reforms announced in September last year.
The relevant date would be 14 August, a month before cabinet approval.
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On Friday, Bharti Airtel told exchanges it would not opt for conversion. “In furtherance to the
earlier communication dated October 25, 2021, and in reference to the notification dated
October 14, 2021, issued by the DoT to the company, we wish to inform you that the company
has confirmed to DoT that it will not avail the option of conversion of the interest on deferred
spectrum and AGR dues into equity," the second largest carrier by subscribers said in its filing to
BSE.
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Bharti Airtel’s shares closed at 704.75, down 0.77%, on Friday. The Sunil Bharti Mittal-led carrier
had opted for moratorium of up to four years of dues arising out of AGR and past-spectrum
purchases and had the option of conversion of interest on deferred spectrum and AGR dues into
equity.
Vodafone Idea is yet to opt for the conversion, but has opted for deferred payments of spectrum
and AGR dues, giving it a chance to improve cash flows and invest in business.
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The debt-ridden carrier is evaluating the option of converting interest dues arising out of the
deferment of statutory payments into equity, chief financial officer Akshay Moondra said in an
earnings call in November. It has till 12 January to make a decision.
Vodafone Idea’s total debt, excluding lease liabilities and including interest accrued but not due,
as of 30 September last year stood at 1.94 trillion. The amount comprises deferred spectrum
payment obligations of 1.08 trillion, AGR liability of 63,400 crore that are due to the government
and debt from banks and financial institutions of 22,770 crore.
The firm has raised tariffs along with the industry, which will aid average revenue per user
(ARPU) growth and in turn revenue generation. Vodafone Idea is attempting to raise capital from
existing or new investors, and is aiming to increase its annual capital expenditure to $2 billion
(about 15,000 crore) from an estimated $500 million at present.
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SMALLER FIRMS WARY AMID SHIFT AWAY FROM
LIBOR, SAY BANKS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI
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Several corporate borrowers, especially smaller Indian companies, are reluctant to embrace
alternative reference rates, fearing changes in borrowing cost and, to some extent, due to lack of
awareness
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MUMBAI : Despite the move away from the London Interbank Offered Rate (Libor), several
corporate borrowers, especially smaller Indian companies, are reluctant to embrace alternative
reference rates, fearing changes in borrowing cost and, to some extent, due to lack of
awareness, bankers said.
“While several large corporates have recently raised funds using the secured overnight financing
rate (SOFR), an alternative reference rate (ARR), smaller clients are still wary. There is a great
deal of inertia in the treasury departments of smaller corporate borrowers. We are explaining to
them about the changes in spread once they move to the new benchmark, and it is a work in
progress," said a senior banker.
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The global transition from Libor was necessitated after British financial authorities decided to
phase it out in 2017 after discovering that some large banks manipulated the reference rate up
or down by providing false data. Traditionally, the interest rates for most Indian corporates
availing of external commercial borrowings (ECBs) are benchmarked to the three-month or sixmonth Libor rate.
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Indian banks are adding a fallback clause or replacement rates to existing overseas loan
agreements to ensure a smooth transition from Libor. While most Libor benchmarks have
ceased to exist after 31 December, the remaining will become inactive after June next year.
In preparation for the transition, lenders are enabling systems to capture the alternative SOFR
and educating clients about the benefits of the transition. The SOFR is a benchmark interest rate
published by the New York Fed that banks use to price US dollar-denominated derivatives and
loans.
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“At State Bank of India, we have prepared our systems for ARR, including direct upload. We
have introduced fallback clauses to ARR in all documents expiring beyond the cut-off date. ARR
adoption in India will pick up pace closer to the cut-off date after which the published Libor rate
may not be available," said Ashwini Kumar Tewari, managing director (international banking,
technology and subsidiaries) at State Bank of India.
Libor reference rates were calculated as averages of rates polled by major banks and used for
pricing debt instruments and derivatives such as currency swaps and interest rate swaps.
“For ECBs, banks are becoming very choosy to give borrowers the Libor option because the
benchmark anyway has a sunset in 2023 and therefore, a three-year loan on it does not make
sense," said Ashutosh Khajuria, executive director and chief financial officer at Federal Bank,
adding that if the loan contract is for a year or six months, technically borrowers can still use
Libor.
While ECB term loans can range from 3-7 years, working capital loans are of shorter duration.
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Khajuria added that Libor was also used for quoting Foreign Currency Non-Resident (FCNR)
deposit rates but had been stopped since 1 January, and all FCNR deposits are being quoted on
SOFR only. These are fixed deposits by non-resident Indians held in domestic banks in foreign
currency.
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DECISION ON OVERSEAS LISTING RULES DELAYED
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

Startups have been requesting the Centre to amend rules that would allow firms to directly list
overseas

m

NEW DELHI : Legislative amendments to allow Indian entities to list directly overseas may be
further delayed as the government is still in talks with stakeholders, including industry leaders,
said Anurag Jain, secretary, department for promotion of industry and internal trade (DPIIT), at a
virtual media call on Sunday.
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On the possibility of the new rules being announced in the Union Budget 2022-23, he said: “I
don’t think it can be resolved that quickly."
For long, startups have been requesting the Centre to amend rules that would allow companies
to directly list overseas. Venture capital and private equity firms had also raised the issue a
recent meeting with Prime Minister Narendra Modi.
According to existing rules, Indian companies cannot list on foreign exchanges directly if they
are not listed on domestic stock exchanges.
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Many startups, including food delivery major Zomato and digital payments giant Paytm, went
public in 2021. 2022 is expected to witness more public listings of Indian startups both on
domestic and global bourses. On Sunday, Jain was briefing the media on the Startup India
Innovation Week, starting 10 January. The event is being organized by the DPIIT.
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The government seeks to encourage entrepreneurs, investors, incubators, financiers, and
policymakers, and national and international stakeholders to celebrate entrepreneurship, and
help startups innovate and contribute to India’s growth, Jain said.
Trade and commerce minister Piyush Goyal will chair a roundtable of global venture capital
funds on 13 January, while Modi will interact with startups on 15 January through video
conference at a closed-door event.
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INDIA IS WAKING UP TO THE HIDDEN BENEFITS OF
NATURAL FARMING
Relevant for: Indian Economy | Topic: Major Crops, Cropping Patterns and various Agricultural Revolutions
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NEW DELHI : Life is what happens when you’re busy making other plans. Or so it happened to
KV Homendra. At 23, he went for a degree in an agriculture university aiming to find work as
government agriculture officer in Andhra Pradesh. But since those positions weren’t open, he
instead joined a state owned non-profit, Rythu Sadhikara Samstha, which was set up to promote
natural farming. Homendra joined the Samstha as a fellow and was tasked with renting a plot of
land and experience firsthand the results of natural farming and demonstrate it to farmers.
Those two years changed his life.
“Everything I learnt at the university went for a toss. During the training (in natural farming) I did
not believe it could be possible. That one can stop applying all chemical fertilizers and
pesticides, replace them with locally prepared stimulants, and still get comparable yields while
reducing cost of cultivation by 60-70%," Homendra said.
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He rented two and a half acres of land in Kurnool district of Andhra Pradesh and grew a variety
of crops—from marigold and tomatoes to cauliflower and paddy. A 1.5-acre plot where he grew
horticulture crops gave a handsome return of over 1 lakh. His best tomatoes weighed 250 grams
a piece, and the cauliflowers looked like giant white clouds weighing as much as 3 kg a piece.
The yields in an acre of paddy came at 35-37 bags of 49 kgs each, or about 4.4 tons per
hectare, higher than the district average (4 tons per hectare).
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“My experiment with natural farming prompted about 150 local farmers to give it a try,"
Homendra said over phone. Andhra Pradesh, which launched natural farming as a state policy
in 2015, is now home to the largest number of farmers in India who have transitioned from
chemical nutrients to applying locally prepared natural inputs. As of March 2021, about 500,000
farmers are practising natural farming in 2,16,000 hectares of land.
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For now, two other states, Gujarat and Himachal Pradesh have adopted natural farming as part
of the state policy, while elsewhere, the initiative is largely driven by grassroot not-for-profits. But
this is set to change. In mid-December, Prime Minister Narendra Modi urged all state
governments to introduce natural farming. Small and marginal farmers who spend a lot of money
on chemical inputs will benefit the most by taking up natural farming, the Prime Minister said.
“We need to unlearn the wrong practices that have crept into our agriculture," he said.
No doubt, if natural farming provides a solution to keep fertilizer subsidies in check, the
government will be certain to grab it. India’s fertilizer subsidy bill, driven by a spike in natural gas
and other raw material prices, is estimated to touch a staggering 1.3 trillion in 2021-22. By
severely slashing cultivation costs, natural farming can also ensure higher net income for
farmers, as the empirical evidence from Andhra Pradesh shows.
India, however, is choosing a distinctly separate route than its neighbour Sri Lanka which, last
year, stopped import of chemical inputs and barred farmers from using them to save on
dwindling forex reserves, leading to a collapse in production and food shortages.
The experience in Andhra Pradesh show that a transition can be successful if farmers are
convinced and gradually ease into natural farming, a process that can take between three-five
years. For instance, Devkanya Bai, a small farmer from Dewas in Madhya Pradesh first tried
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natural farming three years back to grow wheat, chick peas, and maize. Now, she has sharply
reduced use of chemical fertilizer and discontinued use of crop protection chemicals altogether.
“The soil is softer, my cost of farming has reduced and the roti tastes better," she said. Her
pesticide-free produce is now purchased by a local farmer producer company and reaches
thousands of urban consumers under the brand name Safe Harvest.

m

Compared to organic farming, it is this relative flexibility of natural farming which makes it easier
for small farmers to transition. “Organic farming is all about certification while natural farming is a
gradual process. We, at Safe Harvest, allow rational use of fertilizers and believe that pesticides
are more of a problem from the health and ecology perspective," said Rangu Rao, chief
executive officer of Safe Harvest, which last year marketed 7,000 tonnes of farm produce grown
by over 100,000 farmers in 12 states.
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People who are against natural farming are absolutely wrong thinking it to be some (ancient)
bullock-cart technology or do-nothing-farming, said Kavitha Kuruganti, convenor of National
Coalition for Natural Farming. “This is all about new age soil microbiology… and the impact on
the ground in terms of higher net incomes for farmers is incontestable," Kuruganti said.
But first, the practice of natural farming needs to be validated by scientific research, said Ajay Vir
Jakhar, chairman of Bharat Krishak Samaj and former head of the Punjab Farmer’s
Commission. “Besides, the government will have to take hard decisions to discourage use of
chemical inputs by slashing subsidies," he added.
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Soil science
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The other obvious beneficiary of natural farming will be consumers who are forced to purchase
food with chemical residues in it. Certified organic food is more expensive, but the sheer cost
savings in natural farming can ensure safe food at affordable prices.

T Vijay Kumar, a former civil servant who has been helming the Community Managed Natural
Farming project in Andhra Pradesh, explains the scientific basis of natural farming and why soil
biology is at the heart of it.
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Modern agriculture is based on the principle that the soil has to be replenished by chemical
nutrients such as nitrogen and phosphorous depending on the intake by the crop. In organic
farming, similarly, the soil is replenished by applying organic manure, say, cow dung. But since
cow dung contains very little nitrogen, massive amounts have to be applied, which may be
difficult for a farmer to arrange.
Natural farming works on the principle that there is no shortage of nutrients in soil, air and water
and a healthy soil biology can unlock these nutrients. How does this work?
Plants, by way of photosynthesis, use CO2 and water to convert solar energy to biochemical
energy or food. About a third of the food manufactured by plants is required by the shoot system
over ground, while 30% is used by the roots. Almost 40%, however, is pushed into the soil as
root exudates which feed microbes. These microbes—bacteria and fungi—in a symbiotic
relationship, make the nutrients available to plants.
In natural farming, a cow dung-based bio-stimulant is prepared locally by fermenting dung with
cow urine, jaggery and pulses flour. Compared to organic farming, the requirement of dung is
very low, just about 400 kg for an acre of land. The fermented solution when applied to fields
increases the microbial count in the soil which supplies the plants with essential nutrients. Using
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chemical inputs reduces the microbe population and hinders this natural process.
Natural farming also uses a host of other interventions. Ideally, the field has to have some green
cover round the year to aid carbon capture by plants from the air and nurture the soil-carbonsponge which not only keeps the microbes alive and thriving, but also helps the soil become
porous and retain more water. During cultivation of main crops, crop residues are used as mulch
to retain soil moisture and prevent growth of weeds. The result is not just cost savings for
farmers, but also higher carbon fixation into the soil which can mitigate climate change. Growing
multiple crops in the same patch of land also raises soil fertility.
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Higher microbial population in soil not only helps improve nutrient delivery to plants but also
improves soil structure where 50-60% of the soil is air, or the soil becomes very porous, which
increases its water holding capacity, Kumar said.
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“(In the battle against climate change) the only thing we can really control is our land
management and farming practices through which we can rehydrate and re-green our
landscape… and meet fertility (requirements of soil) and the nutritional integrity of food,"
Australian soil microbiologist and climate scientist Walter Jehne said during a lecture at Niti
Aayog in 2019. According to Jehne, regenerative agricultural practices adopted in Andhra
Pradesh have fundamentally changed the economic viability of farming and enormously
empowered local communities to take charge of their future.
Net incomes
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Beyond the science, the empirical evidence from Andhra Pradesh shows why natural farming
needs more attention, both from governments and agriculture research systems.

ac
k

An impact assessment by the Institute for Development Studies at the Andhra University,
published in February 2021, surveyed over 3,500 natural and conventional farms to find that
farmers were able to save substantial amounts on chemical nutrients and pesticides without any
significant loss to production. Net revenues for paddy farmers were higher by 15-65% depending
on the crop season, while for commercial crops like chillies, cotton and onion, net revenues were
40-165% more than conventional farming. Average net returns from natural farming were 50%
higher.
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If the entire gross cropped area in the state was converted into natural farming, the gain will be a
staggering 8,038 crore for the state, counting expenditure on chemical inputs, the study said.
Farmers, it added, would have realized 15,667 crore more in net revenues.
Further, a panel survey of 260 farm households which were surveyed in 2018-19 and again in
2019-20, found that natural farming reduced the dependence on credit, freeing many from
exploitative and interlinked input and credit markets.
The evidence notwithstanding, the scientific establishment remains largely unconvinced of the
practices surrounding natural farming.
“There is no scope for an incremental value gained by the farmer or the consumer through zero
budget natural farming (ZBNF) that represents one of the many such practices followed in India
prior to the 1950s when no more than 50 million tonnes of food grains could be produced,
making it a technology that lacks rationale or acceptability," the premier National Academy of
Agricultural Sciences wrote in a policy paper in November 2019.
The paper added that it would be premature to recommend its widespread adoption which may
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lead to massive damage to the hard-earned knowledge and benefits of agricultural research and
development over the last 70 years. “ZBNF cannot provide adequate quantity of nutrients
required for higher crop productivity as soil has a limited nutrient supplying capacity," the paper
observed, refuting the basic tenet of natural farming that underground microbial ecosystems can
tap nutrients from soil, water and air.
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How does the 18,000 crore crop protection industry in India view natural farming? “It can
improve soil health and reduce incidence of pest infestation but that does not mean farmers can
manage without chemicals during outbreaks," said Rajesh Aggarwal, managing director of
Insecticides India Ltd. “We advocate farmers to use chemicals judiciously, even though
application of pesticides in India is many times lower than in countries like US and Japan. There
is no harm in trying out natural farming but it cannot be the only solution."
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The agriculture ministry, however, following the Prime Minister’s speech, said that natural
farming brings down expenditure to a great extent and ends dependence on loans. It also
reduces dependence on purchased inputs by encouraging use of locally available natural
fertilizers, the ministry added.
The Indian Council of Agricultural Research, the cradle of green revolution which has so far
focused on input intensive farming is now designing a curriculum on natural farming for both
undergraduate and post-graduate courses. That’s a good beginning for sure, said KV
Homendra, who learnt all about natural farming hands -on.

IA

Never miss a story! Stay connected and informed with Mint. Download our App Now!!
Log in to our website to save your bookmarks. It'll just take a moment.

ac
k

Oops! Looks like you have exceeded the limit to bookmark the image. Remove some to
bookmark this image.
Your session has expired, please login again.
You are now subscribed to our newsletters. In case you can’t find any email from our side,
please check the spam folder.

cr

This is a subscriber only feature Subscribe Now to get daily updates on WhatsApp
END
Downloaded from crackIAS.com
© Zuccess App by crackIAS.com

Page 93
Source : www.thehindu.com

Date : 2022-01-11

A BIT TO REVIEW
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Foreign Capital, Foreign Trade
& BOP

Photo used for illustration purpose only.
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The report of the Standing Committee on External Affairs on ‘India and bilateral investment
treaties (BITs)’ was presented to Parliament last month. This report is momentous as it comes a
decade after India lost the first investment treaty claim in 2011 (White Industries v. India). The
loss in this case was perceived as an ominous sign. It became a watershed moment for India
and transformed the trajectory of India’s BIT landscape triggering sweeping changes such as
unilateral termination of these treaties.
The broader context in which the Committee took up the task of reviewing India’s approach
towards BITs has three core elements. First, since the White Industries case, foreign investors
have sued India around 20 times for alleged BIT breaches. This made India the 10th most
frequent respondent-state globally in terms of investor-state dispute settlement (ISDS) claims
from 1987 to 2019 (UNCTAD). Second, India adopted a new Model BIT in 2016, which marked a
significant departure from its previous treaty practice. Third, India is in the process of negotiating
new investment deals (separately or as part of free trade agreements) with important countries
such as Australia and the U.K.
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The Committee examined this overall context and made vital recommendations for the
government to consider. First, it articulated its discontentment at the fact that India has signed
very few investment treaties after the adoption of the Model BIT. It recommends that India
expedite the existing negotiations and conclude the agreements at the earliest because a delay
might adversely impact foreign investment.
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Second, contrary to the position of policymakers, the committee recognises the potential of BITs
in luring foreign direct investment (FDI). This aligns with the findings of several empirical studies
that show that while individual BITs do not impact investment inflows, the cumulative effect of all
BITs signed by India positively influenced FDI inflows. In this regard, curiously, the committee
recommends that India should sign more BITs in core or priority sectors to attract FDI.
Generally, BITs are not signed for specific sectors. Asking India to do so will be a novel pathway
to investment treaty-making. It will require an overhauling of India’s extant treaty practice that
focuses on safeguarding certain kinds of regulatory measures from ISDS claims rather than
limiting BITs to specific sectors.
Third, the committee recommends that India’s Model BIT be fine-tuned. This is welcome
because the Model BIT gives precedence to the state’s regulatory interests over the rights of
foreign investors. However, the key question is, what trajectory will this fine-tuning take? The
Model BIT should be recalibrated keeping two factors in mind: tightening the language of the
existing provisions to circumscribe the discretion of ISDS arbitral tribunals that offer broad
interpretations, and striking a balance between the goals of investment protection and the state’s
right to adopt bonafide regulatory measures for public welfare. The committee’s report mostly
concentrates on the first factor. If the Model BIT is tweaked with the sole motive to reduce
arbitral discretion, it might result in further skewing the balance towards the host state’s right to
regulate. This would make it arduous for India to convince its potential treaty partners like the
EU which already have misgivings about the Model BIT.
Fourth, the committee recommends bolstering the capacity of government officials in the area of
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investment treaty arbitration. While the government has taken some steps in this direction
through a few training workshops, more needs to be done. What is needed is an institutionalised
mechanism for capacity-building through the involvement of public and private universities that
have competence in this field. The government should also consider establishing chairs in
universities to foster research and teaching activities in international investment law.
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A very large proportion of ISDS claims against India is due to poor governance. This includes
changing laws retroactively (which led to Vodafone and Cairn suing India), annulling agreement
in the wake of imagined scam (taking away S-band satellite spectrum from Devas), and the
judiciary’s fragility in getting its act together (sitting on the White Industries case for enforcement
of its commercial award for years). The Committee could have emphasised on greater
regulatory coherence, policy stability, and robust governance structures to avoid ISDS claims.
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The government should promptly assemble an expert team to review the Model BIT. This team
should involve critical voices because plural viewpoints can coalesce into an efficacious policy.
Prabhash Ranjan is Professor and Vice Dean, Jindal Global Law School, O.P. Jindal Global
University. He appeared before the said Committee as an expert witness. Views are personal
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NSE GETS SEBI NOD TO LAUNCH DERIVATIVES ON
NIFTY MIDCAP SELECT INDEX
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

m

National Stock Exchange (NSE) today said it has received capital markets regulator SEBI
approval to launch derivatives on Nifty Midcap Select Index. The index will be available for
trading from 24 January.
Nifty Midcap Select Index aims to track the performance of a focused portfolio of 25 stocks
within the Nifty Midcap 150 index
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The trading in Nifty Midcap Select derivatives will be on weekly and monthly contracts and the
expiry will be Tuesday with a lot comprising of 75 shares.
If the Tuesday is a trading holiday, then the expiry date will be the previous trading day.
The contract file made available to trading members on the NSE Extranet from January 21, 2022
end of day will reflect the new the weekly and monthly futures and options contracts. Further,
members have also been advised to load the file in the trading application before trading on 24
January, 2022.
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"The current availability of index derivatives on the exchange is largely focused on either the
large cap stocks or sector specific stocks. The midcap stocks account for around 17%of market
capitalization," Vikram Limaye, MD and CEO, NSE said.
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The launch of derivatives on Nifty Midcap Select Index will provide participants an additional
hedging tool to manage their portfolio risk effectively, he added.
The midcap segment has come into focus during the recent market rally with improved
participation levels from across investor classes and consequent liquidity.
Nifty Midcap Select Index has delivered returns of 39 per cent in the last 1 year and 19 per cent
annualised returns in the last 5 years ending December 2021.

cr

"Members may note that for testing purpose certain weekly and monthly futures and option
contracts on Index symbol MIDCPNIFTY shall be made available, the details of these strikes
and contracts will be communicated to members via separate circular will shall be issued one
day prior to the 22 January mock," NSE said.
"Members are hereby notified that all the existing clearing and settlement procedures along with
the extant risk management measures adopted for futures and options contracts such as initial
margins, minimum margins, position limits, etc., including the right of clearing corporation to
close out positions shall apply mutatis mutandis to these contracts also," it said in a separate
circular.
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IN A FIRST, INDIANS CAN NOW ACCESS TRADING IN
RUSSIAN SECURITIES: INDIA INX
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI
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NEW DELHI: India INX Global Access IFSC Ltd, a wholly-owned subsidiary of BSE’s India INX,
has tied up with Sova Capital, a London-based emerging markets broker-dealer, to offer Indian
investors access to the Russian securities market.
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The partnership will create a cost-effective bridge for Indian investors to access trading on
Moscow Exchange (MOEX), Russia’s main trading venue for equities, bonds, derivatives, FX
and money markets, the company said.
“We are happy to tie-up with Sova Capital in our effort to broaden the access of domestic
investors to international markets. We strongly believe this partnership shall further increase the
international proposition and attract greater participation on India INX platform," said V
Balasubramaniam, managing director and chief executive officer & CEO, India INX.
India INX Global Access IFSC has launched a platform through which Indian clients can trade
foreign stocks. The tie-up with Sova Capital, an international clearing member of MOEX, will
provide an outbound connection to all India INX Members and their clients to access all
instruments on MOEX and trade the global markets directly from India.
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Commenting on the tie-up, Tatiana Primak, sales director, Sova Capital, said, “We are delighted
to establish access to Indian investors via our tie-up with India INX to all segments of Moscow
Exchange: equities, stocks, derivatives, FX SPOT. Today markets are integrated and India INX,
as an offshore exchange, has made the first but critically important step by offering unified
marketplace that provides access to global markets directly from India. We strongly feel that our
cooperation opens new prospects for mutually beneficial business relations between Moscow
Exchange and India INX and further deepens financial ties between India and Russia."
Never miss a story! Stay connected and informed with Mint. Download our App Now!!
Log in to our website to save your bookmarks. It'll just take a moment.

cr

Oops! Looks like you have exceeded the limit to bookmark the image. Remove some to
bookmark this image.
Your session has expired, please login again.
You are now subscribed to our newsletters. In case you can’t find any email from our side,
please check the spam folder.
This is a subscriber only feature Subscribe Now to get daily updates on WhatsApp
END
Downloaded from crackIAS.com
© Zuccess App by crackIAS.com

Page 98
Source : www.livemint.com

Date : 2022-01-12

‘ONCE FIRMS START LISTING AT IFSC, VOLUMES WILL
GROW EXPONENTIALLY’
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

The road is now clear for foreign firms to list on IFSC exchanges. With regard to IFSC firms, the
draft notification is in Parliament, says Injeti Srinivas, chairman, IFSC Authority
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MUMBAI : Since its first full budget in 2015, the Narendra Modi government has doled out sops
for the Gujarat International Finance Tech or GIFT City every year to give it a much-needed
push. In 2017, it got a bigger lease of life when the Prime Minister launched the first exchange at
International Financial Services Centre (IFSC), India INX. The launch was accompanied by a
forward-looking statement that India will become a price-setter for Indian securities in 10 years.
Things are at the half-way mark now. To understand what GIFT and IFSC have achieved so far,
Mint caught up with Injeti Srinivas, chairman of IFSC Authority (IFSCA) at GIFT City in
Gandhinagar. Edited excerpts from an interview:
In your assessment, where have we reached so far?

ac
k

IA

One of the primary objectives of setting up the IFSC is to make it an international hub for raising
capital from the market and also influence pricing of securities by attracting sufficient trading
volumes over a period of time. Over the last five years, we have been able to build the
ecosystem in terms of market infrastructure institutions and best-in-class regulations. In addition,
the Company Law has also enabled listing of securities by foreign companies, companies
incorporated in IFSC as well as domestic companies. The road is now clear for foreign
companies to list on IFSC exchanges. With regard to IFSC companies, the draft notification has
been placed before both the houses of Parliament and is likely to come into force very shortly.
Similarly, domestic companies can also list as soon as the rules are notified by the government,
which is expected in the near future. To directly answer your question, I would like to state that
the groundwork has been completed and foundation has been laid. I am confident that in the
coming five years, we will be able to realize our goals.
You have said the first priority for the IFSCA is to get primary listings of equity and debt
in the IFSC. What is the progress?
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Primary equity listing by domestic companies would become possible as soon as the rules are
notified. The IFSCA has already enabled such listing by bringing out necessary regulation.
As far as Depository Receipts are concerned, we already have one ADR listing and many such
listings are expected to happen as we move forward. Similarly, new innovative products like
Depository Receipts against REITs and InvITs are also expected to materialize soon.
On debt listing, the same is already picking up, the debt listing programmes on IFSC exchanges
have already crossed $90 billion. A significant part of this pertains to sustainable finance
category for which one of the IFSC exchanges have a tie-up with Luxembourg Exchange. About
$5 billion primary debt listing has also been done on IFSC exchanges.
How far along are we on bullion exchange launch? Will it complement Sebi’s gold
exchange?
We are fully prepared to commence the activities of the bullion exchange, which is likely to
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happen very soon. The USP of this exchange is that all the prominent market infrastructure
institutions of India have come together as a consortium to promote the exchange, a clearing
corporation and a depository. The regulatory framework, legal enablement, appointment of key
managerial personnel etc, has been done. The bullion exchange will offer many benefits to the
country including price discovery, sourcing integrity, product assurance, and standardization. It
will act as a trigger to modernize the gold ecosystem in the country and enhance financialization
of gold. As a country, which accounts for 25% of world gold consumption and has over 25,000
tonnes of above-ground gold stock, we are well-positioned to enter the centrestage in the
international bullion market. In due course, we expect a healthy connect between international
bullion exchange and the domestic gold exchange. Such integration will offer many
complementarities and benefit to strengthen the gold ecosystem in India. Apart from trading in
bullion depository receipts, we are also poised to introduce gold metal loan, gold ETF etc. in the
near future.
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We are seeing volume growth in both international exchanges at the IFSC; however, the
bulk of it is coming from proprietary trading. How do you look at this conundrum?
You are right; currently, the bulk of the volume seen at both the exchanges pertain to proprietary
trading in the derivatives segment. As already mentioned in one of my previous responses, we
are very hopeful that sooner than later, more and more products will be listed on IFSC
exchanges, and the newly set up international bullion exchange. Once companies start listing
their securities on the exchange, the volume in terms of primary and secondary trading will start
to grow exponentially.
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One of the biggest draw for the IFSC is if funds in Mauritius and Singapore start
relocating to the IFSC, with the tax sops it makes sense. What has been the response
from funds on relocation?
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A number of measures have been taken to promote the IFSC as hub for Alternative Investment
Funds (AIFs) which are India-centric. These include best-in-class regulations, competitive tax
regime, including tax neutrality for re-domiciling funds and the ease of doing business. All these
measures are expected to bear fruits in the coming year or so. We are happy that the IFSC has
already started emerging as a preferred destination. Many reputed companies have either set up
funds or are in the process of doing so. It is equally important to note that requisite ecosystem
has also developed in terms of custodians, fund managers, fund administrators, and trusteeship
services etc.
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NSE-SGX Gift Connect is imperative to bring realistic volumes to the IFSC. How far along
is it?
The NSE-SGX-GIFT connect was slow to start with, but has made considerable progress in the
recent months. The SGX SPV has been incorporated, its office has been set up, and the market
data connect has also been effected. The technology validation is likely to be ready in a month
or so. The operations will start in a phased manner with the first phase beginning from 1 April
2022.
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EXTENDING GST COMPENSATION AS A REFORM
CATALYST
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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It has been claimed that the implementation of the Goods and Services Tax (GST) in India was
a grand experiment in cooperative federalism in which both the Union and the States joined
hands to rationalise cascading domestic trade taxes and evolve a value-added tax on goods and
services. Although the rate structure was presumed to be revenue neutral, the States agreed to
forgo their revenue autonomy in favour of tax harmonisation. This was in the hope that it would
turn out to be a money machine in the medium term due to improved compliance arising from
the self-policing nature of the tax.
To allay the fears of States of possible revenue loss by implementing GST in the short term, the
Union government promised to pay compensation for any loss of revenue in the evolutionary
phase of five years. The compensation was to be calculated as the shortfall in actual revenue
collections in GST from the revenue the States would have got from the taxes merged in the
GST. This was estimated by taking the revenue from the merged taxes in 2015-16 as the base
and applying the growth rate of 14% every year. To finance the compensation requirements, a
GST compensation cess was levied on certain items such as tobacco products, automobiles,
coal and solid fuels manufactured from lignite, pan masala and aerated waters.
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Extending the GST compensation
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Unfortunately, the compensation saga was not without controversy. In the first two years of its
implementation, the amount of compensation to be paid to the States was modest and the
compensation cess was sufficient to meet the requirements. In fact, the cess collections
exceeded the compensation requirements by 21,466 crore in 2017-18 and 25,806 crore in 201819.
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In 2018-19, the shortfall in the payment requirement from the cess collections was 24,947 crore
which could be met from the surpluses of the previous two years kept as balance in the
compensation fund. However, in 2020-21, due to the most severe lockdown following the novel
coronavirus pandemic, the loss of revenue to States was estimated at 3 lakh-crore of which
65,000 crore was expected to accrue from the compensation cess. Of the remaining 2.35 lakhcrore, the Union government decided to pay 1.1 lakh-crore by borrowing from the Reserve Bank
of India under a special window and the interest and repayment were to be paid from the
collections from compensation cess in the future. However, the entire compensation payment
episode plunged the Union-State relationship to a new low, creating humongous mistrust.
The agreement to pay compensation for the loss of revenue was for a period of five years which
will come to an end by June 2022; and considering the uncertainty in revenue collections faced
by the States, they are keen that the compensation scheme should continue for another five
years.
Continue GST compensation at least till June 2024: TN urges GST Council, Centre
Although it was hoped that the tax structure would stabilise in the first five years, the reform is
still in transition.
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First, the technology platform could not be firmed up for a long time due to which the initially
planned returns could not be filed. This led to large-scale misuse of input tax credit using fake
invoices. The adverse impact on revenue collections due to this was compounded by the
pandemic-induced lockdowns.
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Second, this is the only major source of revenue for the States and considering their increased
spending commitments to protect the lives and livelihoods of people, they would like to mitigate
revenue uncertainty to the extent they can. They have no means to cushion this uncertainty for
the Finance Commission which is supposed to take into account the States’ capacities and
needs in its recommendations has already submitted its recommendations; the next
Commission’s recommendations will be available only in 2026-27. More importantly, the
structure of GST needs significant changes and the cooperation of States is necessary to carry
out the required reforms.
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It is very well acknowledged that the structure of GST requires significant reforms. Notably,
almost 50% of the consumption items included in the consumer price index are in the exemption
list; broadening the base of the tax requires significant pruning of these items.
Second, sooner or later, it is necessary to bring petroleum products, real estate, alcohol for
human consumption and electricity into the GST fold.

ac
k

IA

Third, the present structure is far too complicated with four main rates (5%, 12%, 18% and
28%). This is in addition to special rates on precious and semi-precious stones and metals and
cess on ‘demerit’ and luxury items at rates varying from 15% to 96% of the tax rate applicable
which have complicated the tax enormously. Multiple rates complicate the tax system, cause
administrative and compliance problems, create inverted duty structure and lead to classification
disputes. Reforming the structure to unify the rates is imperative and this cannot be done without
the cooperation of States. They would be unwilling to agree to rationalise rates unless the
compensation payment for the revenue loss is continued.
Thus, extending the compensation payment for the loss of revenue for the next five years is
necessary not only because the transition to GST is still underway but also to provide comfort to
States to partake in the reform. GST is the most important source of revenue to States and any
revenue uncertainty from that source will have a severe adverse effect on public service
delivery.
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Similarly, reforming the structure to complete the process of transition to a reasonably wellstructured GST is important not only to enhance the buoyancy of the tax in the medium term but
also to reduce administrative and compliance costs to improve ease of doing business and
minimise distortions. It has been pointed out by many including the Fifteenth Finance
Commission that the compensation scheme of applying 14% growth on the base year revenue
provided for the first five years was far too generous. The issue can be revisited and the rate of
growth of reference revenue for calculating compensation can be linked to the growth of GSDP
in States to ensure the comfort of minimum certainty on the revenue. This will incentivise them
to accomplish the reform in the true spirit of cooperative federalism.
M. Govinda Rao is former Director, National Institute of Public Finance and Policy and Member,
Fourteenth Finance Commission. He is presently Chief Economic Adviser, Brickwork Ratings.
The views expressed are personal
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HERE’S ALL ABOUT STANDARD DEDUCTION IN IT ACT
FOR THE SALARIED
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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Deductions in the Income Tax Act give tax-payers a reason to smile as it helps in reducing the
tax liability. One such pleasing provision for salaried individuals in the IT Act is ‘standard
deduction’.

S.
co

As the name suggests, standard deduction allows deducting a certain amount from the gross
salary such that the total taxable income comes down. Most important point to note is that the
standard deduction benefit is not available for those who choose the new tax regime, which
comes with lower tax rates for foregoing deductions.
The standard deduction provision was introduced in the Budget 2018 (by withdrawing tax
benefits on medical and transport allowance then available) that those having a salary income is
eligible for a deduction of 40,000 or the gross salary, whichever is lower. The limit was increased
to 50,000 in the subsequent budget. For example, a tax payer named ‘X’ has a gross annual
salary of 5 lakh per annum. The standard deduction available in this case is 50,000 (lower of
50,000 standard deduction limit and salary of 5 lakh).
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Say, X worked only for a month in a financial year and earned close to 42,000 as income from
salary. For that year, the eligible standard deduction will be 42,000 by applying the provision.
What if an employee changes jobs during a financial year? Standard deduction does not depend
on the number of jobs changed by the employee.
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“Gross salary here includes all components of salary and covers all taxable portion of
allowances and perks paid by the employer," said Sunil Gidwani, partner with Nangia Andersen
LLP.
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Extending the benefit of standard deduction to pensioners, the IT Act allows those receiving
pension too, to claim this deduction. Note that the pension here does not include family
pension, which is given to dependent family members, after death of the employee; family
pension is chargeable to tax under the head ‘income from other sources.’
Deduction, not rebate
Deduction is different from a rebate, which is kind of a partial refund from tax payable. Gidwani
said, “Income tax deductions are allowed to be claimed from the income whereas rebate is
allowed to be claimed from the tax payable."
Section 87A of the Income Tax Act gives rebate for those having income not more than 5 lakh
(after allowing for deductions) to bring down their tax liability.
The rebate is 100% of the tax liability or 12,500, whichever is less.
Budget expectations
Now with budget around the corner, salaried employees expect a hike in the standard deduction
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limit. Alok Agrawal, Partner, Deloitte India said, “a further increase to 50,000 limit has been on
the wishlist of salaried taxpayers (apart from increase desired for certain other exemptions and
deductions)."
By how much can we expect it to increase is a question. Agrawal believes that rather than an ad
hoc increase to this limit a systematic methodology linking it to inflation will be a better
approach.

m

He added, “A predictable and rational approach would be to link this standard deduction limit to
the cost inflation index (as in case of the calculation approach for long-term capital gains). This
would enable salaried taxpayers who bear the largest tax burden to get the standard deduction
which is also aligned to the inflation rate."
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Archit Gupta, founder and chief executive, Clear said, “Salaried employees do not get any
deduction for expenses they incur for personal growth or expenses directly linked to improving
their skill and work. Given this it makes a lot more sense to keep the standard deduction and
increment it on an ongoing basis, to put more money in the hands of taxpayers."
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GREAT RESIGNATION IN IT SECTOR CONTINUES AS
ATTRITION RISES IN TCS, INFOSYS, WIPRO
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable
Development
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The Great Resignation, a new term that came up last year to capture the rising trend of
employees leaving jobs, seems to carry on as India's top IT companies continued to see a spike
in employees attrition as announced in their earnings for the third quarter of the current fiscal.
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India's top IT company TCS' attrition rate rose to 15.3% in Q3FY22 as compared to 11.9% in the
previous quarter, however the company claimed it was the lowest in the industry.
“Sustained investment in organic talent development, progressive workplace policies and a
vibrant culture that empowers individuals and fosters creativity, have resulted in a long-term
track record for best-in-class talent retention," TCS said while announcing its Q3 results.
TCS' Milind Lakkad, Chief HR Officer in the earnings release said that the IT giant gave
preference to internal candidates for the open positions, global deployment opportunities, career
paths to learning, and promotions to its employees, to retain its best talent and overcome supply
side challenges.
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On the other hand, the country's second largest IT firm Infosys' voluntary attrition (LTM - IT
Services) has risen to 25.5% in the third quarter from 20.1% in the September quarter and 11%
year-on-year (YoY). Another IT giant Wipro's attrition rose to 22.7% (voluntary TTM) on a trailing
12 month basis from 20.5% in the second quarter (QoQ).
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IT companies attrition has been rising which is seen as a key concern for the companies and in
the industry. The IT sector is maintaining the uptrend of hiring activity with a continuous demand
for skilled personnels within the sector.
The unceasing talent surge has disrupted the demand-supply equilibrium, driving organizations
to focus on both, talent attraction as well as talent retention. While companies transition their
legacy systems and build next-gen platforms and processes, talent demand for technology skills
is booming.
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CAIT FILES PLEA BEFORE CCI TO BLOCK AMAZON
DEAL TO ACQUIRE CLOUDTAIL
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI
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Domestic traders' body CAIT on Friday said it has filed a petition before the Competition
Commission of India (CCI) to block the transaction that has been entered into by Amazon where
they will acquire 100% shareholding in Cloudtail.
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The petition provides evidence to show Cloudtail charges less fees/ commission and is a
preferential seller on the platform, and with its 100% acquisition, Amazon will cause an adverse
effect on the market, the Confederation of All India Traders (CAIT) alleged in a statement.
"CAIT has today filed a petition before the Competition Commission of India seeking to block the
transaction which has been entered into by Amazon where they will acquire 100 per cent
shareholding in Cloudtail," it added.
The proposed deal raises some concerns from the viewpoint of competition law, it said.
Amazon India has proposed to take full control of Cloudtail, the largest and longest-serving
seller on its platform, just months after deciding to end the joint venture.
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Amazon has approached the CCI for approval to acquire Narayana Murthy-led Catamaran
Ventures stake in Prione, which operates Cloudtail. If CCI approves the deal, Amazon will fully
own Prione.
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Once Amazon takes full ownership, though, Cloudtail won’t be able to continue as a seller on the
marketplace under India’s current rules.
CAIT has been in public, opposing what it calls unfair policies of foreign e-commerce companies
that seek to undermine the business of domestic companies and traders.
It has also recently sent a letter to union commerce minister Piyush Goyal, demanding no
relaxation in e-commerce rules.
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"If there is any relaxation in the rules, then it will be considered that the government is under full
pressure from foreign companies, whose message will not go well in the business class," CAIT
said in its letter.
(With inputs from PTI)
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COVID-19, INFLATION: KEY THREATS TO THE STOCK
MARKET
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

The pandemic has crumbled most of the world stock indexes in 2020 and was the main driver of
the market

m

What are the key threats to the stock markets? What are the risks associated while investing in
the markets? Market risk is the possibility that an individual will experience losses due to several
factors that affect the overall performance of investments in the stock markets.
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Manoj Dalmia, Founder and Director at Proficient Equities lists out some key threats to the
markets
Uncertainty around the pandemic and its after effects on industries
Raising interest rates to curb inflation

liquidity withdrawal by banks globally causing valuations to move up and money flowing into
high yielding Emerging Markets over the last two years.This might cause FII’s to pull out money

1) Covid 19
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Ravi Singh, Vice President and Head of Research, Share India Securities says Covid-19 and
inflation as threats to stock indexes
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The pandemic has crumbled most of the world stock indexes in 2020 and was the main driver of
the market. The vaccination drive has induced the hope of economic recovery after the
reopening, but the new variant Omicron is again sending anxiety ripples among the investors.
The development wrt Omicron would be one of the most important factors to watch out for in
2022.
2) Inflation
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The one thing that supported the stock markets worldwide post covid pandemic was the loosen
fiscal and monetary policies by the central banks to support the economic outputs and easing of
the bottlenecks. However, the way inflation is increasing due to higher commodity prices and
crude oil, the central banks would be forced to tighten the monetary policy thus raising the
borrowing costs and draining the market liquidity. For the economies which are still in their
recovery mode, the tightening may be among the biggest downside risk next year.
Ravi Singhal, Vice Chairman at GCL Securities also lists rising inflation and covid-19 as key
threats to the markets.
The Sensex and Nifty broke their five-day rising streak to close with slim losses on Friday,
weighed by negative global cues and foreign fund outflows.
In a largely subdued session, the 30-share BSE Sensex ended 12.27 points or 0.02 per cent
lower at 61,223.03. Similarly, the NSE Nifty slipped 2.05 points or 0.01 per cent to 18,255.75.
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The views and recommendations made above are those of individual analysts or broking
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PM DECLARES 16 JAN AS STARTUP DAY; SAYS
GOLDEN ERA OF STARTUPS HAS JUST BEGUN
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs
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New Delhi: In a symbolic boost to India's growing startup ecosystem, Prime Minister Narendra
Modi on Saturday announced that 16 January will be celebrated as National Startup Day.
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Interacting with over 150 startups during the Startup India Innovation Week organised by the
Department for Promotion of Industry and Internal Trade (DPIIT), theEV charging infrastructure,
defence manufacturing, chip manufacturing offer and drone industry
“For this culture of start-ups to reach the far-flung parts of the country, it has been decided to
celebrate January 16 as National Startup Day", a statement by the Prime Minister' Office quoted
him as saying.
Noting that 42 startups turned unicorns last year, Modi said: “Today India is rapidly moving
towards hitting the century of the unicorns. I believe the golden era of India's startups is starting
now." Currently, India has around 82 unicorns.
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The startups, categorised under six groups, gave presentations to the Prime Minister on six
themes -- 'growing from roots, 'nudging the DNA', 'from local to global', 'technology of future',
'building champions in manufacturing' and 'sustainable development'.
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They shared ideas and inputs on various sectors including data collection mechanism in
agriculture, making India a preferred agri-business hub, boosting healthcare through use of
technology, tackling issue of mental health, promoting travel and tourism through innovations
like virtual tours, ed-tech and job identification, space sector, among others.
During the meeting, Modi also outlined the measures taken by the government to support
startups in the country, including programmes like Startup India, removing problems of ‘angel
tax’, simplification of tax procedure, arranging for government funding, allowing self-certification
of nine labour and three environment laws and removal of more than 25 thousand compliances.
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He also pointed out indicators and numbers which show a growth in the startup ecosystem. Modi
said that in 2013-14, 4,000, patents were approved, while in the last one year alone, more than
28,000 patents were granted. In the year 2013-14, about 7,0000 trademarks were registered, in
2020-21 more than 2.5 lakh trademarks were registered, the Prime Minister added among other
parameters.
He also mentioned that India has now reached to the 46th spot in the global innovation index, up
from the 81st rank.
The Prime Minister was of the view Indian startups can easily make it to the global stage and
reach other countries and told the young entrepreneurs: “Don't just keep your dreams local,
make them global. Remember this mantra -- let's Innovate for India, innovate from India".
Modi also suggested many areas where the startup fraternity can play a major role including EV
charging infrastructure, defence manufacturing, chip manufacturing offer and the drone sector.
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Noting that the new drone policy has led to interest among several on drone focused startups,
the Prime Minister said that the Indian Army, navy and air force have given 500 crore worth of
orders to drone startups. He also talked about concepts including ‘walk to work’, integrated
industrial estates and smart mobility as potential areas.
"From rural economy to 'Industry 4.0', both our needs and our potential are limitless. Investment
on research and development related to future technology is the priority of the government
today," he said.
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46 STARTUPS ANNOUNCED WINNERS OF THE
NATIONAL STARTUP AWARDS 2021 ALONG WITH 1
INCUBATOR AND 1 ACCELERATOR
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs
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“Startup India is about realising millions of dreams,” said Shri Piyush Goyal today. Presenting
the National Startup Awards 2021, the Union Minister of Commerce & Industry, Consumer
Affairs, Food & Public Distribution and Textiles, he said the Startup Mission is a symbol of SelfReliant & Self-Confident India.
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“Be it a fisherman’s son from Chennai or a boatman’s daughter from Kashmir, they all want to
bring prosperity to their families and to their people, and therefore are thinking bigger and
bolder,” said Shri Goyal.
Shri Goyal said, realising the contribution of Startups towards nation-building, the Prime Minister
Shri Narendra Modi today announced that January 16 will be celebrated as National Start-up
Day, to take the Startup culture to the far flung areas of the country.
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“Prime Minister Modi is a very firm believer in potential of Startups to contribute significantly to
the growth of the nation during the Amritkaal, the next 25 years. He recognises Innovation to be
the strongest pillar in making India ‘Aatmanirbhar’,” said Shri Goyal.
Shri Goyal said the PM has focused on three sutras (pillars) to strengthen innovation:
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Shri Goyal called upon the Startups to focus mainly on five areas to make India the No. 1
Startup ecosystem in the world:
1. Develop solutions & content in Indic languages
2. Encourage products & solutions that have a larger social & economic impact
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3. Promoting Startups in every district across the country, - Establish ‘Startup Access
centers’ in every district
4. Creating Innovation zones at the level of Urban Local Bodies, &
5. Adopt best practices from across the globe & enhance India’s global competitiveness

Quoting PM Modi, Shri Goyal said, “Today India is rapidly moving towards hitting the century of
unicorns. I believe the golden era of India's start-ups is starting now…”
“Government is standing with our innovators and so is the entire country…Let's Innovate for
India, innovate from India!” he said.
Speaking on the occasion, DPIIT Secretary Shri Anurag Jain said the Department will handhold
the Startup Award finalists across seven tracks i.e. Investor Connect, Mentorship, Government
Connect, Capacity Development, Corporate Connect, Brand Showcase and Unicorn
Engagement.
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“Our journey together doesn’t end here with just awards, we will walk step by step with you in
this journey,” he said.
During the ceremony, the Results of the National Startup Awards (NSA) 2021 were declared. A
total of 46 Startups have been recognized as winners of National Startup Awards 2021 along
with 1 incubator and 1 accelerator.
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The second edition of the awards invited applications across 15 sectors and 49 sub-sectors. The
sectors included Agriculture, Animal Husbandry, Drinking Water, Education & Skill Development,
Energy, Enterprise Technology, Environment, Fintech, Food Processing, Health & Wellness,
Industry 4.0, Security, Space and Transport and Travel. Six special categories were also
introduced to recognize exceptional Startups contributing to the good of the society. The 2021
edition of the awards also recognized exceptional Startups innovating solutions to promote Indic
languages and to compliment national efforts to combat COVID-19 pandemic.
A total of 2177 applications were received from Startups across the 49 sub-sectors along with
applications from 53 incubators and 6 accelerators for the ecosystem enablers categories.
These applicants included 863 Women-led, 414 innovations for combatting COVID-19 and 253
Startups working in rural areas.
All applicants were evaluated against six broad parameters namely Innovation, Scalability,
Economic Impact, Social Impact, Environmental Impact, and Inclusiveness and Diversity.
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After three rounds of detailed evaluation, 175 Startups were selected for presentation before the
jury which made presentations before the 16 specialist jury panels, which comprised of domain
experts from industry, investors and government.
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The recognised entities will benefit from such recognition, not only in terms of being able to
attract more business, financing, partnerships and talent, but also enable them to serve as role
models for other entities, and to inspire them to be purposeful and responsible about their socioeconomic impact.
53 applications were received from incubators and 6 applications were received from
Accelerators. Select incubators and accelerators were selected after three rounds of evaluation
for presentation before Jury Panel which gave presentations before the Jury.
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The felicitation ceremony was accompanied by the release of an e-Report on National Startup
Awards 2021 highlighting the year-round handholding support provided to the finalists of first
edition of National Startup Awards and the journey of NSA 2021.
The ‘Blockchain-enabled verification for DPIIT tax incentive certificates’, ‘Digilocker enabled
DPIIT Startup recognition certificate’ and second edition of the ‘Startup Champions’ programme
on Doordarshan were also launched during the event.
The Department for Promotion of Industry and Internal Trade (DPIIT) conceived the National
Startup Awards to recognize and reward outstanding Startups and ecosystem enablers that are
building innovative products or solutions and scalable enterprises, with high potential of
employment generation or wealth creation, demonstrating measurable social impact. The
measure of success is not only the financial gains for the investors, but also the contribution to
social good.
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“Startup India is about realising millions of dreams,” said Shri Piyush Goyal today. Presenting
the National Startup Awards 2021, the Union Minister of Commerce & Industry, Consumer
Affairs, Food & Public Distribution and Textiles, he said the Startup Mission is a symbol of SelfReliant & Self-Confident India.
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“Be it a fisherman’s son from Chennai or a boatman’s daughter from Kashmir, they all want to
bring prosperity to their families and to their people, and therefore are thinking bigger and
bolder,” said Shri Goyal.
Shri Goyal said, realising the contribution of Startups towards nation-building, the Prime Minister
Shri Narendra Modi today announced that January 16 will be celebrated as National Start-up
Day, to take the Startup culture to the far flung areas of the country.
“Prime Minister Modi is a very firm believer in potential of Startups to contribute significantly to
the growth of the nation during the Amritkaal, the next 25 years. He recognises Innovation to be
the strongest pillar in making India ‘Aatmanirbhar’,” said Shri Goyal.
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Shri Goyal said the PM has focused on three sutras (pillars) to strengthen innovation:
Shri Goyal called upon the Startups to focus mainly on five areas to make India the No. 1
Startup ecosystem in the world:
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1. Develop solutions & content in Indic languages
2. Encourage products & solutions that have a larger social & economic impact
3. Promoting Startups in every district across the country, - Establish ‘Startup Access
centers’ in every district
4. Creating Innovation zones at the level of Urban Local Bodies, &
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5. Adopt best practices from across the globe & enhance India’s global competitiveness

Quoting PM Modi, Shri Goyal said, “Today India is rapidly moving towards hitting the century of
unicorns. I believe the golden era of India's start-ups is starting now…”
“Government is standing with our innovators and so is the entire country…Let's Innovate for
India, innovate from India!” he said.
Speaking on the occasion, DPIIT Secretary Shri Anurag Jain said the Department will handhold
the Startup Award finalists across seven tracks i.e. Investor Connect, Mentorship, Government
Connect, Capacity Development, Corporate Connect, Brand Showcase and Unicorn
Engagement.
“Our journey together doesn’t end here with just awards, we will walk step by step with you in
this journey,” he said.
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During the ceremony, the Results of the National Startup Awards (NSA) 2021 were declared. A
total of 46 Startups have been recognized as winners of National Startup Awards 2021 along
with 1 incubator and 1 accelerator.
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The second edition of the awards invited applications across 15 sectors and 49 sub-sectors. The
sectors included Agriculture, Animal Husbandry, Drinking Water, Education & Skill Development,
Energy, Enterprise Technology, Environment, Fintech, Food Processing, Health & Wellness,
Industry 4.0, Security, Space and Transport and Travel. Six special categories were also
introduced to recognize exceptional Startups contributing to the good of the society. The 2021
edition of the awards also recognized exceptional Startups innovating solutions to promote Indic
languages and to compliment national efforts to combat COVID-19 pandemic.
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A total of 2177 applications were received from Startups across the 49 sub-sectors along with
applications from 53 incubators and 6 accelerators for the ecosystem enablers categories.
These applicants included 863 Women-led, 414 innovations for combatting COVID-19 and 253
Startups working in rural areas.
All applicants were evaluated against six broad parameters namely Innovation, Scalability,
Economic Impact, Social Impact, Environmental Impact, and Inclusiveness and Diversity.
After three rounds of detailed evaluation, 175 Startups were selected for presentation before the
jury which made presentations before the 16 specialist jury panels, which comprised of domain
experts from industry, investors and government.
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The recognised entities will benefit from such recognition, not only in terms of being able to
attract more business, financing, partnerships and talent, but also enable them to serve as role
models for other entities, and to inspire them to be purposeful and responsible about their socioeconomic impact.
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53 applications were received from incubators and 6 applications were received from
Accelerators. Select incubators and accelerators were selected after three rounds of evaluation
for presentation before Jury Panel which gave presentations before the Jury.
The felicitation ceremony was accompanied by the release of an e-Report on National Startup
Awards 2021 highlighting the year-round handholding support provided to the finalists of first
edition of National Startup Awards and the journey of NSA 2021.
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The ‘Blockchain-enabled verification for DPIIT tax incentive certificates’, ‘Digilocker enabled
DPIIT Startup recognition certificate’ and second edition of the ‘Startup Champions’ programme
on Doordarshan were also launched during the event.
The Department for Promotion of Industry and Internal Trade (DPIIT) conceived the National
Startup Awards to recognize and reward outstanding Startups and ecosystem enablers that are
building innovative products or solutions and scalable enterprises, with high potential of
employment generation or wealth creation, demonstrating measurable social impact. The
measure of success is not only the financial gains for the investors, but also the contribution to
social good.
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OWNERS OF EVS ALLOWED AT-HOME CHARGING
WITH EXISTING POWER CONNECTIONS: CENTRE IN
NEW GUIDELINES
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable
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The government said that the guidelines have been made further technology-agnostic by
providing for not only the prevailing international charging standards available in the market but
also the new Indian charging standards
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Owners may charge their Electric Vehicles at their residence/offices using their existing
electricity connections, the central government said on Saturday while issuing guidelines and
standards for charging infrastructure.
“The Centre has promulgated the revised consolidated guidelines, whose objective is to enable
faster adoption of electric vehicles in India by ensuring safe, reliable, accessible and affordable
charging infrastructure and eco-system," said the ministry of power.
It said that the guidelines have been made further technology-agnostic by providing for not only
the prevailing international charging standards available in the market but also the new Indian
charging standards.
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As per the new guidelines, any individual/entity is free to set up public charging stations without
the requirement of a license, provided that such stations meet the technical, safety as well as
performance standards and protocols laid down under the guidelines.
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“An exhaustive list of compliance requirements for Public Charging Station (PCS) have also
been outlined. These include norms for “appropriate" infrastructure for civil, electricity and safety
requirements," it said.
Further, it said that in order to address the challenge of making a charging station financially
viable in the period of growth of EVs, a revenue-sharing model has been put in place for land
used.
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“Land available with the Government/Public entities shall be provided for installation of Public
Charging Stations to a Government/Public entity on a revenue-sharing basis for the installation
of Public Charging Station at a fixed rate of 1/kWh (used for charging) to be paid to the LandOwning Agency from such PCS business payable on quarterly basis," said the government.
A model revenue sharing agreement has also been included under the guidelines.
“Such revenue-sharing agreement may be initially entered by parties for a period of 10 years.
The Revenue Sharing Model may also be adopted by the public Land-owning agency for
providing the land to a private entity for installation of Public Charging Stations on bidding basis
with floor price of 1/kWh," it said.
In terms of timeline, it said that PCS shall be provided connection within seven days in metro
cities, fifteen days in other municipal areas and thirty days in rural areas. Within these timelines,
the distribution licensees shall provide a new connection or modify an existing connection.
The tariff for the supply of electricity to public EV charging stations shall be a single part tariff
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and shall not exceed the “Average Cost of Supply" till 31 March 2025.
“The same tariff shall be applicable for Battery Charging Station (BCS). The tariff applicable for
domestic consumption shall be applicable for domestic charging," the government said.
As electricity is being provided at concessional rates and also considering the fact that subsidy
is being provided by the central/state governments in many cases for setting up PCS, the state
government shall fix the ceiling of service charges to be charged by such charging stations.
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In addition to this, the government also said that the EV Public Charging Infrastructure will be
rolled out in a phased manner.
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Phase I (one to three years): All Mega Cities with a population of 4 million-plus as per census
2011, all existing expressways connected to these Mega-Cities & important Highways
connected with each of these Mega Cities may be taken up for coverage. A list of these Mega
Cities and existing connected expressways is prepared
Phase II (three to five Years): Big cities like State Capitals, UT headquarters may also be
covered for distributed and demonstrative effect. Further, important Highways connected with
each of these Mega Cities may be taken up for coverage.
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TAXING CRYPTOCURRENCY TRANSACTIONS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting

“Since cryptocurrencies are unlike any other asset class, stored and traded virtually, there are
varied challenges which need to be addressed in order to streamline the process of taxing
crypto transactions.” | Photo Credit: Getty Images/iStockphoto
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Notwithstanding the eventual introduction of the Cryptocurrency and Regulation of Official Digital
Currency Bill in Parliament, cryptocurrencies continue to proliferate. In fact, a liberal estimate
suggests that as many as 10 crore Indians may already have investments exceeding a total of
$10 million in them. This not only creates an avenue for generation of tax revenue for the nation
but also puts forth a Herculean challenge for the tax authorities who have to track and tax
transactions involving cryptocurrencies.
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Although the Income Tax Act, 1961 (“IT Act”) does not specifically mention cryptocurrencies, it
does cast a wide enough net to bring crypto transactions under its ambit. Trading in
cryptocurrency may be classified as transfer of a ‘capital asset’, taxable under the head ‘capital
gains’. However, if such cryptocurrencies are held as stock-in trade and the taxpayer is trading
in them frequently, the same will attract tax under the head ‘business income’. Even if one
argues that crypto transactions do not fall under the above heads, Section 56 of the IT Act shall
come into play, making them taxable under the head ‘Other sources of income’.
Government to change tax laws in Budget to tax cryptocurrency gains
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However, this in itself is not sufficient in order to put in place a simple yet effective taxation
regime for cryptocurrencies. Since cryptocurrencies are unlike any other asset class, stored and
traded virtually, there are varied challenges which need to be addressed in order to streamline
the process of taxing crypto transactions.
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First, the absence of explicit tax provisions has led to uncertainty and varied interpretations
being adopted in relation to mode of computation, applicable tax head and tax rates, loss and
carry forward, etc. For instance, the head of income under which trading of self generated
cryptocurrency (currencies which are created by mining, acquired by air drop, etc.) is to be taxed
is unclear. If these are taxed under capital gains, what should be taken as the cost of acquisition
for the purpose of computation? If the acquisition cost is to be taken as the fair market value of
the said cryptocurrency as on date of generation, how does one arrive at this value? Since there
is no consistency in the rates provided by the crypto-exchanges, it is difficult to arrive at a fair
market value. Conversely, there are divergent views in the market treating such an income as
‘business income’ or ‘other sources of income’, which are taxable at individual tax rate slabs
(which may be higher than those applicable to capital gains). Similarly, when a person receives
cryptocurrency as payment for rendering goods or services, how should one arrive at the value
of the said currency and how should such a transaction be taxed?
Second, it is often tricky to identify the tax jurisdiction for crypto transactions as taxpayers may
have engaged in multiple transfers across various countries and the cryptocurrencies may have
been stored in online wallets, on servers outside India. In such cases, it becomes difficult to
pinpoint which jurisdiction’s tax laws would become applicable and what kind of tax treatment
would be effected especially in light of various nations having differing tax treatment for crypto
assets including imposition of a general ban on them.
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Is the crypto asset boom sustainable?
Third, the identities of taxpayers who transact with cryptocurrencies remain anonymous. Each
crypto address comprises a string of alphanumeric characters and not the person’s real identity,
giving tax evaders a cloak of invisibility. Exploiting this, tax evaders have been using crypto
transactions to park their black money abroad and fund criminal activities, terrorism, etc.

The crypto assets conundrum
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Fourth, the lack of third party information on crypto transactions makes it difficult to scrutinise
and identify instances of tax evasion. One of the most efficient enforcement tools in the hands of
Income Tax Department is CASS or ‘computer aided scrutiny selection’ of assessments, where
returns of taxpayers are selected inter alia based on information gathered from third party
intermediaries such as banks. However, crypto-market intermediaries like the exchanges, wallet
providers, network operators, miners, administrators are unregulated and collecting information
from them is very difficult. Another consequence of this lack of information is that the tax
authorities are left with hardly any tools to verify any crypto transactions which do get reported.
They are instead forced to fully depend on the data provided by the taxpayers.
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Fifth, even if the crypto-market intermediaries are regulated and follow Know Your Customer
(KYC) norms, there remains a scenario, where physical cash or other goods/services may
change hands in return for cryptocurrencies. Such transactions are hard to trace and only
voluntary disclosures from the parties involved or a search/survey operation may reveal the tax
evaders.
While the aforementioned challenges provide enough food for thought to policymakers, certain
steps can be taken to provide a robust mechanism for taxing crypto transactions going forward.
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To begin with, the income-tax laws pertaining to the crypto transactions need to be made clear
by incorporating detailed statutory provisions. These could include provision of a definition for
crypto assets for tax purposes and guidelines addressing the major taxable events and income
forms associated with virtual currencies. This should be followed by extensive awareness
generation among the taxpayers regarding the same.
The year of the Doge? 2021, crypto’s wildest year yet
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The practice of having separate mandatory disclosure requirements in tax returns (as is the case
in the United States) should be placed on the taxpayers as well as all the intermediaries
involved, so that crypto transactions do not go unreported. Additionally, the existing international
legal framework for exchange of information should be strengthened to enable collecting and
sharing of information on crypto-transactions. This will go a long way in linking the digital profiles
of cryptocurrency holders with their real identities.
Furthermore, the Government must impart training to its officers in blockchain technology. In this
regard, it may be noted that the United Nations Office on Drugs and Crime’s ‘Cybercrime and
Anti-Money Laundering’ Section (UNODC CMLS) has developed a unique cryptocurrency
training module, which can aid in equipping tax officers with requisite understanding of the
underlying technologies. Tax authorities should also equip themselves with the latest forensic
software (such as Elliptic Forensics Software is being used by the USA Internal Revenue
Service and GraphSense used in the European Union) which can analyse a high volume of
crypto transactions at a time and raise red flags in cases of suspicious transactions.
Private cryptocurrencies pose immediate risks to customer protection, prone to frauds: RBI
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It is certain that cryptocurrencies are here to stay. A streamlined tax regime will be essential in
the formulation of a clear, constructive and adaptive regulatory environment for
cryptocurrencies.
Aastha Suman is in the Indian Revenue Service, posted as Deputy Commissioner of Income
Tax, Karnataka and Goa. Ishaan Sharma is in the Indian Railway Accounts Service, posted as
Divisional Finance Manager, Bengaluru Division, South Western Railways. The views expressed
are personal
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A new form of ‘Gandhian’ democratic socialism powered by cooperative economic enterprises is
required
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PREDATORY PRICING IS PRISING INDIAN
LIVELIHOODS APART
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy
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Last week, and all of a sudden, people in the small town of Talode in Nandurbar district in
Maharashtra could not buy Colgate toothpaste from their only local store. It was because
Nandurbar’s distributor had decided to boycott Colgate’s products and not supply them to the
kirana store in Talode. Further, all consumer goods distributors in Maharashtra were protesting
against Colgate’s alleged unfair treatment of traditional distributors vis-à-vis B2B technology
companies such as Reliance’s JioMart, Udaan and others.
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Nearly half-a-million of India’s distributors pick up goods from consumer companies such as
Colgate and deliver them to 13 million small local stores located in 7,00,000 villages and towns
across the country through a web of millions of traders and other intermediaries. A vast majority
of these distributors and traders are small family businesses that have developed relationships
with their local stores over many decades.
Will the new e-commerce rules really favour consumers?
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The kirana store in Talode sells a 100g tube of Colgate toothpaste to the consumer for 55, the
maximum retail price (MRP). The Nandurbar distributor sells Colgate toothpaste to the Talode
store for 45 and the manufacturer, Colgate, sells it to the distributor for 40. This is an illustrative
but typical example of the current supply chain for consumer goods products in India.
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Enter the new age technology B2B companies. They have developed technologies to connect
directly to the kirana store in Talode through a mobile phone app, bypassing the intermediaries.
They supply Colgate toothpaste to the local store for 35, lower than the 45 charged by the
distributor. Ostensibly, the people of Talode will also benefit from these lower prices at their local
store.
Unable to match such prices and facing the peril of losing business, India’s distributors claim
these are unfair practices and want manufacturers such as Colgate to stop supplying goods to
the technology companies. Colgate has refused to do so and, hence, the distributors have
decided to boycott its products.
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Parliament panel calls for clear-cut definition of unfair trade practice for e-commerce
New innovations disrupting an existing process and rendering incumbents futile is generally a
healthy process of ‘creative destruction’, as the Austrian economist, Joseph Schumpeter,
postulated. But if this disruption is driven not entirely by technology innovation but also through
pricing power, would it still be healthy?
These technology companies bear a 15%-20% loss on every Colgate toothpaste they sell to the
local store. They deliberately offer their product at a price lower than what it costs them, to lure
local stores away from the traditional distributors. Further, they offer extensive credit terms and
working capital to the local stores. In other words, these technology companies rely not just on
their mobile phone app innovation but also steep price discounting and cheaper financing to win
customers.
Amazon documents reveal secret strategy to dodge India’s regulators
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Udaan has suffered total losses of more than 5,000 crore in just five years and JioMart reports
even greater losses. Indian companies are able to absorb such heavy losses because they have
access to copious amounts of money. These companies are flush with funds from foreign
venture capital firms, which in turn are largely funded by American pension funds and university
endowments. To put it cheekily, an American senior citizen is discounting Colgate toothpaste for
a Talode villager while displacing the Nandurbar distributor, thanks to what economists call
global capital flows. Such capital flows foster innovation and yield enormous consumer benefits
is the neo-classical economic doctrine.
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The flip side is that India’s millions of distributors and intermediaries have no access to such
finance. They are typically small businesses built over many decades by pledging their personal
assets as collateral in return for meagre bank loans. These small companies are cut off from the
endless stream of free foreign money that gushes into new age ‘startups’ and established large
corporates. Evidently, these companies use the money to not only build new technologies but
also to undercut competitors and steal market share. They are able to sustain huge losses for
several years until they destroy incumbents and gain dominant market share. After which, they
will presumably raise their prices to turn profitable. It is similar to what India experienced in the
telecom sector with Jio.
‘India will act against unfair trade practices’

IA

This practice, called predatory pricing, is illegal in most countries including India. Behind the veil
of technology innovation of these startups lies a murky abuse of pricing power. If this was true
‘creative destruction’, then these technology companies would lure the Talode store owner only
with their innovative app and efficiency than also suffering losses on every sale and offering
cheaper finance.
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While consumers may benefit from lower prices, should the livelihoods of millions of distributors,
traders and their families suffer only because they do not have equal access to easy money as
these technology companies? The distributor and trader in Nandurbar and the kirana store
owner in Talode belong to the same local community. Surely, there will be social ramifications
within that community for some of these families being thrown in disarray?
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To be sure, this is not just an India problem but a global one. The conventional economic notion
that lower prices, regardless of the means adopted, are a sole and worthy pursuit is under
severe challenge. Social media companies such as Facebook give away their products for free
and e-commerce companies such as Amazon sell at lower prices, benefiting consumers
enormously, but also causing immense social strife and disharmony. The new Chairperson of
the Federal Trade Commission in America, Lina Khan, who is a fierce critic of abuse of pricing
power by technology companies, is seeking to frame new rules to check such anti-competitive
behaviour.
Govt. moots proposal to ban ‘flash sales’ on e-commerce sites
But in India’s case, there is an added complexity of foreign capital flows. Large sums of free
money printed in America are finding their way to India’s stock and start-up markets. Access to
this capital is only available to a tiny proportion of Indian businesses but threatens the
livelihoods of millions of Indian families, as in the case of distributors, causing massive income
and social disparities. Even erstwhile champions of free capital flows are now cautious about
their social implications.
Editorial | Policy creep: On e-commerce and overregulation risks
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To be clear, this is not a Luddite argument against e-commerce or technological innovations.
The issue is about illegal predatory pricing and abuse of pricing power by startups and big
corporates through preferential access to easy foreign money. By some estimates, there are
more than 20 million families (100 million people) in India whose livelihoods depend on
intermediary roles in the consumer goods supply chain. If suddenly these families are displaced
and left stranded, it can cause enormous social unrest in the nation. Perhaps, the residents of
Talode may even be willing to pay slightly more for their tube of toothpaste if they realise that
some families in their community are being put to misery by free American money.
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Praveen Chakravarty is a political economist and Chairman of Data Analytics of the Congress
party
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UNION MINISTER DR JITENDRA SINGH SAYS,
“PURPLE REVOLUTION” IS JAMMU & KASHMIR’S
CONTRIBUTION TO "START-UPS INDIA", AN INITIATIVE
LAUNCHED BY PRIME MINISTER NARENDRA MODI IN
2016
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Relevant for: Indian Economy | Topic: Major Crops, Cropping Patterns and various Agricultural Revolutions
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Union Minister of State (Independent Charge) Science & Technology, Minister of State
Independent Charge) Earth Sciences; MoS PMO, Personnel, Public Grievances, Pensions,
Atomic Energy and Space, Dr Jitendra Singh said here today that “Purple Revolution” is Jammu
& Kashmir’s contribution to "Start-ups India", an initiative that was launched by Prime Minister
Narendra Modi in 2016 and today we are observing the first National Start-up Day.
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Briefing about the Aroma Mission launched by the Union Ministry of Science & Technology
through the Council of Scientific & Industrial Research (CSIR), which has led to the well-known
“Purple Revolution” in India , the Minister informed that the CSIR had, to begin with introduced
high-value essential oil bearing lavender crop through its Jammu based laboratory, Indian
Institute of Integrative Medicines (IIIM) for cultivation in districts Doda, Kishtwar, Rajouri and
later also in the other districts including Ramban, Pulwama, etc. In a brief span of time,
aroma/lavender cultivation has become a popular option in farming for agricultural Start-up, he
said.

Sharing a lesser known fact, Dr Jitendra Singh disclosed that a youth called Bharat Bhushan
hailing from remote village Khillani in district Doda has become a role model success story.
Bhushan started lavender cultivation in just about 0.1 hectare of land with the support of CSIRIIIM but as profits started showing, he converted a larger area of maize plantation around his
house also into lavender plantation. Today, he has 20 others working on his lavender fields and
Nursery while around 500 farmers from his district have also followed him by switching over from
maize to perennial flowering lavender plant, he said.
Dr Jitendra Singh said, unfortunately it was never reported in the local media that IIIM Jammu
was helping the Start-ups in aroma and lavender farming to sell their produce. Prominent
companies like Mumbai based Ajmal Biotech Private Limited, Aditi International and
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NavnaitriGamika, etc., are the primary buyers.
In commemoration of AzadikaAmritMahotsav, Dr Jitendra Singh announced that CSIR has
launched Phase-II of Aroma Mission after the completion of Phase-I. In addition to IIIM, CSIRIHBT, CSIR-CIMAP, CSIR-NBRI and CSIR-NEIST are also now participating in the Aroma
Mission,
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Pertinent to mention that Aroma Mission is attracting Start-ups and agriculturists from across the
country, and during Phase-I CSIR helped cultivation on 6000 hectares of land and covered 46
Aspirational districts across the country. More than 44,000 persons have been trained and
several crores of farmers' revenue generated. In the second Phase of Aroma Mission, it is
proposed to engage over 45,000 skilled human resources with the aim of benefitting more than
75,000 farming families across the country.
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Union Minister of State (Independent Charge) Science & Technology, Minister of State
Independent Charge) Earth Sciences; MoS PMO, Personnel, Public Grievances, Pensions,
Atomic Energy and Space, Dr Jitendra Singh said here today that “Purple Revolution” is Jammu
& Kashmir’s contribution to "Start-ups India", an initiative that was launched by Prime Minister
Narendra Modi in 2016 and today we are observing the first National Start-up Day.
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Briefing about the Aroma Mission launched by the Union Ministry of Science & Technology
through the Council of Scientific & Industrial Research (CSIR), which has led to the well-known
“Purple Revolution” in India , the Minister informed that the CSIR had, to begin with introduced
high-value essential oil bearing lavender crop through its Jammu based laboratory, Indian
Institute of Integrative Medicines (IIIM) for cultivation in districts Doda, Kishtwar, Rajouri and
later also in the other districts including Ramban, Pulwama, etc. In a brief span of time,
aroma/lavender cultivation has become a popular option in farming for agricultural Start-up, he
said.

Sharing a lesser known fact, Dr Jitendra Singh disclosed that a youth called Bharat Bhushan
hailing from remote village Khillani in district Doda has become a role model success story.
Bhushan started lavender cultivation in just about 0.1 hectare of land with the support of CSIRIIIM but as profits started showing, he converted a larger area of maize plantation around his

Page 129
house also into lavender plantation. Today, he has 20 others working on his lavender fields and
Nursery while around 500 farmers from his district have also followed him by switching over from
maize to perennial flowering lavender plant, he said.
Dr Jitendra Singh said, unfortunately it was never reported in the local media that IIIM Jammu
was helping the Start-ups in aroma and lavender farming to sell their produce. Prominent
companies like Mumbai based Ajmal Biotech Private Limited, Aditi International and
NavnaitriGamika, etc., are the primary buyers.
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In commemoration of AzadikaAmritMahotsav, Dr Jitendra Singh announced that CSIR has
launched Phase-II of Aroma Mission after the completion of Phase-I. In addition to IIIM, CSIRIHBT, CSIR-CIMAP, CSIR-NBRI and CSIR-NEIST are also now participating in the Aroma
Mission,
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Pertinent to mention that Aroma Mission is attracting Start-ups and agriculturists from across the
country, and during Phase-I CSIR helped cultivation on 6000 hectares of land and covered 46
Aspirational districts across the country. More than 44,000 persons have been trained and
several crores of farmers' revenue generated. In the second Phase of Aroma Mission, it is
proposed to engage over 45,000 skilled human resources with the aim of benefitting more than
75,000 farming families across the country.
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LIC IPO: FROM BANKERS IN MUMBAI TO
BUREAUCRATS IN DELHI, INDIA'S ARAMCO MOMENT
CAMPAIGN DECODED
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI
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For almost two years, India has steeled itself for a gargantuan task: readying the country’s
premier insurer -- with nearly $500 billion in assets and a valuation estimated as high as $203
billion -- for what could become its biggest-ever stock listing.
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In Mumbai’s sleek skyscrapers, harried bankers race the clock to appraise a company that
hasn’t been valued in decades. Bureaucrats burn the midnight oil in New Delhi, working through
power cuts to pull together an initial public offering to rival any in Asia this year. And across the
hinterland, front-page newspaper ads alert more than 250 million policy holders of the chance to
own a piece of a company nearly as old as post-independence India.
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For almost two years, India has steeled itself for a gargantuan task: readying the country’s
premier insurer -- with nearly $500 billion in assets and a valuation estimated as high as $203
billion -- for what could become its biggest-ever stock listing. Some bankers have described the
public offering of Life Insurance Corp. of India, or LIC, as India’s Aramco moment. As with the
Gulf oil giant’s $29.4 billion listing, the world’s largest, LIC’s debut will test the depth of the
nation’s capital markets and global appetite for its state-owned crown jewel.
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Success is far from assured. With about two months to the targeted launch, consultants have
been pouring over reams of policy documents to come up with LIC’s embedded worth -- a key
valuation metric. Bankers say global investors worry about the autonomy of an institution
regularly pressed into service to rescue teetering banks and floundering state assets. Local
investors are skeptical the 65-year-old firm can compete against up-and-comers.
A knock-out listing could see LIC raise as much as $10 billion from the IPO with a minimum
dilution of 5%. That would make it the third biggest globally involving an insurer. More
importantly, it would burnish Prime Minister Narendra Modi’s reputation as a market-oriented
reformer ahead of key state elections and help plug a gaping budget deficit.
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“If the listing happens, it could change the global image of India," said James Beeland Rogers,
who’s been investing in emerging markets for a few decades and is the chairman of Beeland
Interests Inc. and Rogers Holdings.
Sizing up a Giant
LIC is a household name in India. With 2,000 branches, more than 100,000 employees and 286
million policies, the Mumbai-headquartered company reaches practically every corner of the
country. The sheer size of LIC lays bare the challenges of listing what is effectively a black box.
The insurer releases its balance sheet only once a year, meaning there are no publicly available
numbers to discern its embedded value, which combines the current value of future profits with
the net value of assets. Milliman and Ernst & Young executives overseeing the valuation must
sift through piles of policies to account for parameters as wide-ranging as mortalities,
morbidities, lapses and surrenders.
Comparisons with peers are tricky. LIC, which was founded in 1956, follows rules set by a
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unique parliamentary act rather than the law that governs the nation’s other insurance firms. In
March 2020, LIC’s property holdings were internally valued at about $5.8 billion, according to a
person with knowledge of the matter, though it’s unclear whether all of this was adjusted to
current market rates.
LIC plans to file the draft IPO prospectus in the final week of January, which will provide the
embedded value as well as the number of shares for sale, according to people with knowledge
of the matter.
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“The due internal valuation, which is required to be done you would presume by a company of
that size almost annually, hasn’t been done," Nirmala Sitharaman, India’s finance minister, said
in an October interview with Bloomberg. “The essentials of keeping valuations prim and proper -and the efforts that are required to keep them valuated appropriately -- are all being done now."
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Sitharaman has set a March deadline for the listing. If investors agree with the $203 billion
valuation sought by the government, LIC would compete against India’s biggest companies -Reliance Industries Ltd. and Tata Consultancy Services Ltd. The IPO would account for the bulk
of a $23.5 billion asset-sale target needed to plug India’s widening budget deficit, which is
forecast to be 6.8% this year.
LIC declined to comment.
Investors Want Answers
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Another challenge is convincing foreign investors that LIC will deliver for them.
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Ten bankers managing the listing spoke with almost all large funds that could be interested in
buying shares, including GIC Re, Canada Pension Plan Investment Board, Blackrock Inc. and
Abu Dhabi Investment Authority, according to people familiar with the matter.
Many of Mumbai’s globe-trotting investors wanted to know whether LIC would have greater
autonomy from India’s government after the listing. They were initially skeptical, the people said,
noting that the company bears the marks of a slow-moving arm of the establishment.
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With arrangers each receiving at least 10 million rupees ($135,000) in fees, the actual earnings
from the LIC transaction would be minuscule if you stripped away the prestige of delivering what
would be the biggest share sale in India’s already red-hot market, some of the people said.
GIC and Blackrock did not respond to requests for comment. CPPIB and Abu Dhabi Investment
Authority declined to comment.
But for deep-pocketed investors who don’t have many places to park their money after China’s
technology curbs last year, LIC could still be a good bet. The company has one of the highest
assets under management by an insurer globally, owning two-thirds of India’s insurance market
share.
LIC also has a sovereign guarantee on all payment liabilities, meaning it can operate with a
thinner capital base than its competitors. With a valuation potentially four times higher than AIG,
the company could appeal to investors hunkering for returns and safety.
“The Life Insurance Corporation’s IPO is an excellent development not only for India’s capital
markets, but also for India’s economic growth," said Mark Mobius, the veteran emergingmarkets investor and founder of Mobius Capital Partners LLC.
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He said listing massive state-owned enterprises like LIC results in “an expanded market
capitalization of the Indian market generally with greater liquidity, making it attractive to large
investors like pension funds and endowments not only in India but abroad."
India had a bumper year for IPOs last year and a solid debut by LIC would only build on that
momentum. Listings raised around $18 billion in 2021, even with mixed results from some of the
more hyped entries, which included Paytm, a digital payments service, and Zomato, a food
delivery startup.
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An All-India Heave
As the deadline nears, India’s labyrinthine bureaucracy has become a pressure cooker.
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Officials from the Department of Disinvestment are pulling all-nighters, double-checking
hundreds of filings and opening their doors to let in weak winter sunlight when New Delhi’s
power grid gives out. Bankers are working through holiday trips in the Himalayas and the
Maldives. LIC executives said they are missing birthdays, giving up weekends and working
through illnesses.
Indians in rural areas are rushing to ensure their eligibility for receiving a piece of the pie. LIC
has started sending SMS blasts to its agents and publishing newspaper ads with the title: “It’s
best in life to be prepared."
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Raj Kumar Shukla, a marketing manager who lives in Kiraoli, a village in northern India, said a
friend alerted him to the IPO, which pushed him to download an app to track stock indexes. He
saved 50,000 rupees (about $670) and opened a demat account so he could invest in LIC.
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“The government will benefit from this listing," he said. “They can use the money for the
development of the nation."
Modi’s critics have framed the disinvestment drive differently. Anshul Avijit, a national
spokesperson for Indian National Congress, the largest opposition party, said in an interview
that the IPO amounted to “handing over our critical resources, slowly and gradually, to a few
select private hands." He called the measure “anti-poor."
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But unlike Aramco’s 2019 IPO, when Saudi Arabia leaned on wealthy citizens to buy stock after
global funds balked at the kingdom’s high initial valuation, Modi’s government has lobbied for a
different approach: offering as much as 10% of LIC’s IPO shares to policy holders spread across
the country.
Giving ordinary Indians a share in LIC may offer political ammunition ahead of regional elections
starting next month. Many policy holders are scattered in northern India, where the governing
Bharatiya Janata Party hopes to hold onto power.
“The Prime Minister has always said ‘the government has no business to be in business,’" said
Gopal Krishna Agarwal, a national spokesperson for the B.J.P. “As a party, as an ideology, we
believe in the free market economy."
Whether all of the pieces come together is anyone’s guess. But the potential rewards are
bountiful: Nearly half of the IPO could be raised from individual investors, including teachers,
small business owners and parents saving up for their children’s college funds.
A homegrown brand long recognized in every pocket of India, from mountainous Kashmir to
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villages in the Andaman Islands, might soon have clout around the world.
“I’m telling all my clients to invest in it," said Bhagvati Prasad Sharma, one of LIC’s 1.3 million
agents.

This story has been published from a wire agency feed without modifications to the text. Only
the headline has been changed.
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SEBI BEGINS REVIEW TO DEFINE WHAT
CONSTITUTES A FREE FLOAT
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI
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MUMBAI : The Securities and Exchange Board of India (Sebi) has started a review of what
constitutes a free float and whether it should continue to be minimum public shareholding or only
be the shares that are not held by institutions and promoters, said two people with direct
knowledge including a senior official with Sebi.
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“We are looking for answers for whether public shareholding is sufficient to give a sense of free
float in a company. We had asked the two exchanges for their view. They have made
presentations outlining the shareholding pattern of the top companies, based on market
capitalization, how much is held by promoters and by institutions, domestic and foreign. We are
examining whether the definition of free float needs to change for Indian companies," said the
official.
Free float or floating shares indicate the number of shares available for trading. The more the
free float, the better the price discovery and lower the chances of stock manipulation. The
definition by Indian exchanges is slightly different and includes shares of a company available in
the market for public investment.
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Typically, this means public shareholding. Sebi prescribes a minimum threshold of 25% of public
shareholding for all listed companies.
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“The aim of calculating free float is to distinguish between strategic (controlling) shareholders,
whose holdings depend on concerns such as maintaining control rather than the economic
fortunes of the company, and those holders whose investments depend on the stock’s price and
their evaluation of a company’s future prospects," BSE said on its website.
A new breed of companies have got listed without any identifiable promoters. This has led to an
opinion that free float, which typically means shares not held by promoters, may not be a correct
reflection of shares freely available for trading, said the second of the two people quoted above.
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Much of the shares of listed companies are held by foreign and domestic institutions, which do
not change drastically year-on-year.
A quick analysis of the Nifty 50 companies, which make up more than 65% of the total market
cap of NSE listed companies, suggests that, as of September 2021, 43.7% of market cap is held
by promoters, 27.4% by foreign institutions, 15.41% by domestic institutions and 11.73% by
retail investors.
A year ago, in the same set of companies 44.25% of market cap was held by promoters, 27.75%
by foreign portfolio investors, 16.19% by domestic institutions, including mutual funds and
insurance companies, and 9.71% by retail investors.
“One option that is being considered is whether institutional holding can be excluded from free
float. However, it has its own set of issues. For instance, sovereign funds, even Life Insurance
Corporation (LIC) of India, does not often rebalance its portfolio so its holding in some
companies remains the same quarter-on-quarter with slight changes. So should it mean that
their holdings should not be included in free float," asked the second person quoted above.

Page 135
LIC’s holding in Coal India has hardly changed from 11.10% in September 2020 to 11.01% in
September 2021, in ICICI Bank from 8.87% to 7.59% in September 2021 and in Ambuja
Cements from more than 6%.
“The exchanges have told the regulator that they have been calculating the free float in such a
manner for decades. If rules need to change, they will make the changes. However, before any
such change the regulator should look at what the global counterparts are doing," said the
regulatory official mentioned earlier.
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SEC describes free float as outstanding shares available for trading by public investors. Shares
held by executive officers, directors, and other stockholders who are deemed affiliates of the
company, including all restricted stock and performance shares issued under equity
compensation plans, are not included in the free float.
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Sebi’s review of free float had started in the second half of 2021 when the shares of Adani group
of companies had lost nearly 1 trillion in market capitalization.
The Adani group of listed companies had taken a massive share price hit after doubts emerged
on the foreign shareholding that has remained near stagnant year-on-year.
Never miss a story! Stay connected and informed with Mint. Download our App Now!!
Log in to our website to save your bookmarks. It'll just take a moment.
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JUST WHAT THE DOCTOR ORDERED FOR THE
LIVESTOCK FARMER
Relevant for: Indian Economy | Topic: Economics of Animal-Rearing incl. White, Blue & Pink Revolutions
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The twentieth livestock census indicated that India today has a livestock population of
approximately 537 million; of this, 95.8% is concentrated in rural areas. Given the fact that most
of the country’s livestock is in rural and remote areas, access to veterinary services is a major
challenge. Livestock farmers are often compelled to travel far from their villages whenever their
animals need treatment — a scenario that adversely impacts the longevity and the productivity
of their livestock.
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To mitigate this problem, the Government has identified a slew of measures within the revised
provisions of the Livestock Health and Disease Control (LH&DC) programme; here, a major
focus has been on the ‘Establishment and Strengthening of Veterinary Services – Mobile
Veterinary Units (MVUs)’. Until now, the Government has been providing doorstep services
related to artificial insemination and vaccination for livestock. The MVUs will build on the
doorstep delivery model, as stationary hospitals cannot be easily accessed by most livestock
farmers.
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The Parliamentary Standing Committee of the Union Ministry of Fisheries, Animal Husbandry
and Dairying has observed that inadequate testing and treatment facilities for veterinary
diseases pose a major challenge, especially now where there is a drastic rise in cases of
zoonotic diseases. Most villages in the country lack testing facilities, and even when samples
are collected, they need to be sent to blocks/districts nearby for test results. So, MVUs can play
a major role in plugging the gap in this regard.
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Quacks or untrained animal health workers have been popular in rural India as they charge less
for consultations and are easily accessible. This has led to the inappropriate administration of
antibiotics because of flawed prescriptions especially in cases of mastitis (inflammation of the
udder in cattle). So, problems pertaining to antimicrobial resistance occur when the animal no
longer responds to a drug to which it was originally responsive. And antimicrobial resistance can
be caused because of factors such as high or low dosages, incorrect duration of medication, and
overprescription. The World Health Organization (WHO) has listed antibiotic-resistant “priority
pathogens” — a catalogue of 12 species/families of bacteria that pose the greatest threat to
human health. The MVU model will mitigate the issue of antimicrobial resistance and is in
alignment with the ‘One Health vision’ laid down by the Global Action Plan of WHO.
The M.K. Jain Committee Report has highlighted that livestock farmers face greater challenges
in comparison to traditional agricultural farmers especially while accessing credit and livestock
insurance. Since a majority of livestock farmers have two to four animals per household,
enhancing the longevity and the productivity of their livestock will go a long way towards
alleviating rural poverty. Presently, there are an estimated 66,000 veterinary hospitals,
polyclinics, dispensaries, aid centres across the country. And the LH&DC scheme seeks to plug
the challenges posed by the limitations of stationary hospitals by providing veterinary diagnostic
and treatment facilities at a farmer’s doorstep for ailments, diseases or any other emergency
veterinary conditions by MVUs.
Now, a typical MVU is a four-wheeler van, with working space for one veterinarian, one paraveterinarian and a driver-cum-attendant. It also has space for essentials such as equipment for
diagnosis, treatment and minor surgery, other basic requirements for the treatment of animals,
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audio-visual aids for awareness creation and GPS tracking of vehicle. The LH&DC scheme
envisages one MVU for one lakh animals; however, the number of vans in use could be higher
in regions with difficult terrain.
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As approximately 70% of India’s milk supply is sourced from farmers who own less than five
animals, losses due to mastitis alone amount to a milk loss of approximately 10 litres per day per
farm (this translates into approximately 300-350 per day. So for most farmers, death of or
disease in livestock could mean the difference between sustenance and starvation. The animal
health issue is compounded by the growing presence of salesmen of drug distributors in rural
communities.

S.
co

MVUs have been successfully running either on hire or on State ownership basis in several
States (Andhra Pradesh, Gujarat, Madhya Pradesh, Odisha, Telangana, West Bengal, etc.) with
positive results and increased outreach, especially in geographically difficult terrains. The main
thrust for the near future will be on focused upgradation of veterinary health-care services,
disease surveillance and training (CVE), and disease reporting in real time.
Additionally, the increasing adoption of MVUs across the country will lead to a surge in
employment opportunities for veterinarians and assistants. In the lockdown/s during the novel
coronavirus pandemic, we witnessed innovations by start-ups that provided video consultation
sessions between livestock farmers and veterinarians, along with apps that provide detailed
information to farmers on livestock health and nutrition.
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Thus, there is a great deal of scope for innovations and intervention by the private sector in the
context of animal health and MVUs. Further, with the growing prevalence of the Public-Private
Partnership (PPP) model, the MVU model is poised to generate higher returns on investment.
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Atul Chaturvedi is Secretary, Ministry of Animal Husbandry and Dairying. The views expressed
are personal
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GOVT MAY OFFER TAXPAYERS INCENTIVES TO SHIFT
TO NEW INCOME TAX REGIME
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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The government can make the new tax system attractive by raising basic exemption limit, which
is 2.5 lakh for both regimes, said experts
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NEW DELHI : The budget may sweeten the optional income-tax regime of lower tax rate without
exemptions that it announced in 2020, with most people preferring to continue with the older
regime.
While a similar tax regime for corporate taxpayers received good response, it hasn’t been the
case with individual taxpayers. The matter is being examined by the finance ministry, which
might further incentivize taxpayers to move away from old and complicated exemption regime,
two people with direct knowledge of the matter said on condition of anonymity.
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Following the September 2019 decision of reducing the corporate tax rate to 15% for new
companies, and 22% for existing firms provided they forgo exemptions, finance minister Nirmala
Sitharaman on 1 February 2020, announced a similar option to individual taxpayers that reduced
income-tax rates significantly for those taxpayers willing to forgo deductions and exemptions,
such as provident fund, home loans, life insurance, medical insurance, education fee for
children, and the New Pension Scheme.
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The concept of exemption-free regime with lower tax rates will not work for all individuals
because of various reasons, including lack of an independent social security system, increased
relevance of medical insurance policies in the covid-19 era, and the burden of filing income-tax
returns even under the exemption-free regime, tax consultants and experts said.
“To my understanding, to a large extent there has not been a big response to the simplified tax
regime. There could be several reasons. For instance, at lower levels of income the reduction in
tax is offset by the reliefs foregone in the form of standard deduction, HRA (house rent
allowance) deduction, etc. At higher levels of salary in excess of 15 lakh, the tax rates continue
to be at 30%," said Tapati Ghose, a partner at consultancy firm Deloitte India.
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Some accountants said the regime is rigid for taxpayers with business income. “The pandemic
and work from home culture turned many people towards the stock market along with jobs...
Thus, they become taxpayers having a salary and a business income... The ‘opt out’ from
section 115BAC is available only once in the case of persons having income from business or
profession. Therefore, these conditions make business taxpayers less inclined towards the new
regime," said Tarun Kumar, a Delhi-based chartered accountant. The section 115BAC of
Income-tax Act refers to the new tax regime without exemption.
“All issued faced by taxpayers under the new regime are under examination. Suitable solutions
will be announced to make the new taxation system attractive," one of the two people mentioned
above said. The ministry of finance, the revenue department and the Central Board of Direct
Taxes (CBDT) did not respond to emailed queries on this matter.
The new tax system can be made attractive by raising the basic exemption limit, which is 2.5
lakh for both regimes, said Naveen Wadhwa, deputy general manager at Taxmann, a tax
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THE SILVERLINE PROJECT IS ANTI-DEVELOPMENT
Relevant for: Indian Economy | Topic: Infrastructure: Railways
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Six months after I first proposed in these pages that the Kerala government review its SilverLine
rail project, critical voices have only grown in strength. The Chief Minister, however, has publicly
affirmed his intention to proceed with it nevertheless, alleging that its opponents are against
‘development’. This response is no different from that of the Narendra Modi government when its
economic policies are queried, and which nurtures its own vanity project, a superfast train
between Mumbai and Ahmedabad. The stance is hardly credible though.
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Dissenters on the SilverLine project include ecologists, engineers, lawyers and activists to
reckon with. Madhav Gadgil, E. Sreedharan, Prashant Bhushan and Medha Patkar are perhaps
the best known among them but the list also has on it concerned citizens, who all want the best
for their country. It also includes the Kerala Sasthra Sahithya Parishad, which is significant, as
the body is perceived as a fellow-traveller of the Left parties now in power. Recently, Mr.
Sreedharan, perhaps India’s most famous railway engineer, has described the proposed project
as an invitation to environmental disaster, mainly through flooding. He had also expressed
surprise that the Government has not yet made public the detailed project report, a standard
practice, which brings transparency to large-scale public infrastructure projects. (Since then the
Kerala government has hurriedly uploaded a related document on a restricted site), Professor
Gadgil, India’s pre-eminent ecologist, has spoken of SilverLine being against the interests of the
people of the State, on grounds of the ecological damage it is likely to cause. Based on his
unmatched knowledge of Kerala’s topography, he has both explained how this could happen
and pointed to the experience with the railways elsewhere in India, suggesting that the
prediction is not mere speculation.
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The response of the Pinarayi Vijayan government to calls to reason on SilverLine has been
disappointing. By stonewalling the concern expressed by citizens, a government shows itself to
be distant and authoritarian. The dissenters are, after all, equal stakeholders in Kerala as
anyone else, with the moral right to be heard on a matter with a bearing upon the ecological
future of the State. In a democracy, the government must be guided by public opinion rather
than attempting to manufacture consent on its schemes, as Kerala’s present government is
doing. There are several instances of the state in India changing its mind when public opinion is
arrayed against some grand project of its, but one stands out. In the 1970s, Indira Gandhi, a
charismatic and strong leader, responding to a long-drawn agitation against a hydel project in
Palakkad district, declared that the Silent Valley threatened by it will be protected. It took a little
longer for the project proposal to be dropped altogether, but it finally was.
While it is the threat to ecological security from it that has been flagged by our scientists and
engineers, there is also the concern that the SilverLine project may end up as a white elephant.
It is always difficult to figure out how much people are willing to pay for a new service to be
publicly provided, in this case faster transportation. Even if a survey were to be conducted, the
truthfulness of the stated willingness to pay would remain moot, undermining the reliability of the
numbers in any project report. It is perhaps for this reason that light rail projects in many parts of
the world have ended up making a loss. Even if break-even does materialise, the rate of return
could end up being lower than anticipated. This often happens due to the cost overrun observed
in such projects. A reason for this is that rather than padding costs, governments, determined to
have their high visibility, technological marvels, manage to somehow ensure that the project cost
is pitched unreasonably low.
Interview | SilverLine rail project will do more harm to environment than declared
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In the case of SilverLine, it has been hinted that the cost of the complementary infrastructure,
such as underpasses, may not have been incorporated, and that they may be substantial. It is
for this reason that independent external scrutiny of the detailed project report is essential.
Global accountancy giants have in the past proved to be unreliable as a source of disinterested
advice when high fees are at stake, but we are fortunate that there is available in India financial
expertise of the highest class. It is hoped that advice from this source is sought, with the Kerala
government having shown a surprising dependence on international management consultancy
firms for advice in the past. With a public sector that still receives budgetary support, a State
already strapped with high per capita public debt cannot afford to be saddled with another white
elephant. Yet, financial viability cannot be taken as the sole criterion in investment planning.
There is no universally accepted method for imputing a monetary value to the environmental
threat posed by a project with so great a geographic reach as SilverLine, spanning as it will do
the entire length of the State. It is essential that our judgment be deployed in this case.
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When a proposed project meets pushback, its purveyors often respond with the challenge “So,
what is the alternative?” In the present case, though, this would only beg a deeper question,
which is whether Kerala needs another railway line at all. As the two extremities of the State are
already connected by road and rail, a light rail built at an astronomical cost is hardly necessary,
even when it promises to save some travel time. The State already has the highest road density
in the country. It is odd, then, that the Government sees a second railway as the priority for the
State today.
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On the other hand, there are several projects deserving of public investment. Among them
would be the transition to a steady power supply based on green energy, the provision of safe
drinking water and urban sewerage, and building infrastructure for the scientific disposal of
waste. These projects would address our most pressing needs today, yield high social returns
and contain progressive environmental degradation in the State. They are the ‘alternative’.
Pulapre Balakrishnan teaches at Ashoka University. The views expressed are personal
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THE TRENDS AND CONCERNS PERTAINING TO INITIAL
PUBLIC OFFERS IN INDIA
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

Around 50% of the total IPOs in 2021 provided exit to PE/VC firms or early investors
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2021 witnessed a surge in IPOs (initial public offers) in India and globally. As per the 2021 Ernst
and Young Global IPO Trends Report, 2,388 IPO deals mobilised $453.3 billion globally in 2021
which is 60 % more in terms of volume and proceeds as compared to 2020. In India, 63
companies mobilised 1.19 trillion through IPOs, which is more than four times the amount raised
in 2020 ( 26,628 crore).
Key drivers which propelled the IPO market in India are new-age technology start-ups, extended
low interest rate environment, strong retail participation and the Indian growth story. Of the
amount raised through IPOs, a substantial part ( 75,736 crore) was towards Offer for Sale (OFS)
and this is a matter of concern. Also, the objectives of an IPO is ‘general purpose’ which means
that investors will not be able to assess how the money will be used by the company. To
address these concerns, market regulator, the Securities and Exchange Board of India (Sebi)
has introduced some reforms recently, including a cap on OFS by existing shareholders and
barring the use of IPO amount for acquisition unless the target is identified in the prospectus.
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Resources mobilised through IPOs are either fresh issuances, OFS or both. In a fresh issuance,
proceeds of the issue flow to the company while in the case of OFS, securities held by the
existing shareholders of an unlisted company are offered to the public.
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The funds raised by fresh issuance are likely to spur economic activity and contribute to
employment and returns to all factors of production. But, the amount raised through OFS will
mostly go into the hands of existing shareholders which may or may not flow back for further
investment. In case of fresh issuance, company benefits from additional capital at its command,
while in an OFS, the proceeds are pocketed by existing shareholders.
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In 2021, the fresh issuances worth 44,146 crore constituted 36.82 % of the total money raised
(only 4 out of 63 issues were 100% fresh issue without OFS component). The stated objective of
these fresh issuances was to raise capital for expansion of production capacity; general
corporate purpose; reduce aggregate outstanding borrowings and to achieve the benefits of
listing. These objectives bode well with the theory that IPOs enable economic growth of a
country.
As many as 59 issues were a combination of fresh issue and OFS. The OFS component of the
issues during 2021 is 75,736 crore. From the economic development point of view, there is no
visibility on how this sum will be deployed. There were 15 companies which raised resources
through 100% OFS route while the issue size of 49 companies had more than 50% of the OFS
component (Table 2).
It is observed that around 50% of the total IPOs in 2021 provided exit to private equity (PE) and
venture capital (VC) firms or early investors. This trend is being observed in the Indian IPO
market since last 6-7 years. This trend suggests that Indian capital market facilitates start-up
movement by providing exit to PEs amd VCs which could be helpful to the new generation
entrepreneurs.
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A substantial part of the money raised by public issues is helping PE/VCs or family offices to
withdraw capital and there is no visibility on whether funds so withdrawn are being ploughed
back into constructive investments. Perhaps, to address this issue, Sebi recently proposed that
in an OFS, majority shareholders (defined as holding at least 20 % of the pre-issue stake) can
only sell up to 50 % of the stake.

m

The capital garnered through public issues should be deployed productively. Sebi’s reform
measure capped the percentage of funds allocated to the acquisition of unspecified businesses,
or state specific targets in the prospectus. More specifically, there would be a cap of 35 % of the
total issue size on the combination of allocation to future inorganic growth and “general
corporate purposes". The cap on allocation of funds for unidentified acquisitions only is set at 25
% of the issue size. It is also proposed that credit rating agencies may monitor utilization of
public issue proceeds.
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Another important trend is retail participation. Cumulative demat accounts have increased from
36 million in March 2019 to 77 million as of November 2021. The retail individual investor
applications have simultaneously increased from 8 million in 2019-20 to more than 70 million in
November 2021. The concern is whether retail investors investing in IPOs understand the
underlying objective of the offer. Perhaps, it could be the participation of anchor investors/QIBs
which is providing confidence to retail investors to subscribe to IPOs. To ensure that the
participation of anchors is not misleading, Sebi recently increased the lock-in period to 90 days
from 30 days for a part of the shares held by the anchor investors. Further, as the time elapse
between allotment in an IPO and listing on the stock exchange is just 7 days, retail investors
who do not have a thorough understanding of the business model of the issuing company
should wait for the listing and take a decision to buy or not to buy those shares based on how
markets have evaluated the company.
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It would be interesting to see how the IPO market will adapt to the recent reform measures
announced by Sebi.

The authors are working at National Institute of Securities Markets. Views are personal.
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'LONG FESTERING PROBLEM': INDIGO URGES GOVT
TO CUT CENTRAL EXCISE TAXES ON FUEL
Relevant for: Indian Economy | Topic: Infrastructure: Airports

India's largest airline InterGlobe Aviation-run IndiGo on Wednesday requested the ministry of
finance to take some immediate action on central excise taxes on fuel.
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IndiGo in a press statement said central excise taxes on fuel should be cut from 11% to 5% and
that aviation turbine fuel (ATF) should be brought under GST.
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On Wednesday, IndiGo shares were down 1.31% to close at 2,084 apiece on NSE.

"Civil aviation provides efficient infrastructure, critical for economic growth and employment in
our country. Yet, aviation pays 21% of its revenues to the goevernment in indirect taxes with
very little input credit," IndiGo CEO Ronojoy Dutta said.
"This unreasonable proposition is resulting in an industry that is chronically ill and is unable to
live up to its true potential of boosting commerce and employment."
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"We would request the finance ministry to take some immediate action to address this long
festering problem. Central excise taxes should be reduced from 11% to 5%, ATF should be
brought under GST and custom duties on repair parts should be eliminated," IndiGo said.
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On January 17, rating agency Crisil said in a report that Indian carriers are likely to incur a
massive loss of approximately 20,000 crore in 2021-22 due to third wave of the COVID-19
pandemic and rising fuel prices.
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IFSCA INKS MOU WITH INSURANCE INSTITUTE OF
INDIA (III)
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI
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The International Financial Services Centers Authority (IFSCA), with an objective of capacity
building of professionals in the insurance sector in International Financial Services Centres
(IFSCs), has entered into a Memorandum of Understanding (MOU) with the Insurance Institute
of India (III).

The key areas of MOU are as follows:
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The Insurance Institute of India (III) in involved in devising and continuously upgrading the
curriculums and imparting the training programs for the professionals in the insurance industry in
India and abroad, to meet the needs of the ever-dynamic insurance sector. The certification by
the institute is recognized by the insurance industry, regulators, and other internationally reputed
insurance education providers. The Institute is also the member of the Institute of Global
Insurance Education (IGIE).

(i) III would undertake study to make changes to the academic curriculum in meeting the
current needs of the insurance industry participants in IFSCA with the view to introduce
certificate courses and professional examinations.
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(ii) III would be working on fulfilling the medium- and long-term capacity building
requirements of insurance professionals resulting into deepening of insurance business
activities in the IFSCA.
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(iii) III would jointly with IFSCA conduct seminars/ workshops/ conferences to pool
knowledge of professional workforce for the insurance industry at the infrastructure and
facilities available with III for academic activities.
(iv) III would promote research topics/ subjects relating to working of IFSCA to the students
enrolling for doctoral studies under its agreement with the University of Mumbai.
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(v) On the request of IFSCA, III would nominate its faculties for training and research on
global insurance reinsurance laws and regulations of major financial hubs.

IFSCA’s regulatory framework for insurance requires periodic professional examinations and
training. III would design and conduct such examinations and training for professional in IFSC
which would aid in having skilled talent in IFSC eco-system.
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The International Financial Services Centers Authority (IFSCA), with an objective of capacity
building of professionals in the insurance sector in International Financial Services Centres
(IFSCs), has entered into a Memorandum of Understanding (MOU) with the Insurance Institute
of India (III).
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The Insurance Institute of India (III) in involved in devising and continuously upgrading the
curriculums and imparting the training programs for the professionals in the insurance industry in
India and abroad, to meet the needs of the ever-dynamic insurance sector. The certification by
the institute is recognized by the insurance industry, regulators, and other internationally reputed
insurance education providers. The Institute is also the member of the Institute of Global
Insurance Education (IGIE).
The key areas of MOU are as follows:
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(i) III would undertake study to make changes to the academic curriculum in meeting the
current needs of the insurance industry participants in IFSCA with the view to introduce
certificate courses and professional examinations.
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(ii) III would be working on fulfilling the medium- and long-term capacity building
requirements of insurance professionals resulting into deepening of insurance business
activities in the IFSCA.
(iii) III would jointly with IFSCA conduct seminars/ workshops/ conferences to pool
knowledge of professional workforce for the insurance industry at the infrastructure and
facilities available with III for academic activities.
(iv) III would promote research topics/ subjects relating to working of IFSCA to the students
enrolling for doctoral studies under its agreement with the University of Mumbai.
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(v) On the request of IFSCA, III would nominate its faculties for training and research on
global insurance reinsurance laws and regulations of major financial hubs.
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IFSCA’s regulatory framework for insurance requires periodic professional examinations and
training. III would design and conduct such examinations and training for professional in IFSC
which would aid in having skilled talent in IFSC eco-system.

****
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SEBI LAUNCHES ‘SAA THI’ MOBILE APP FOR
INVESTOR EDUCATION
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

m

Securities and Exchange Board of India chairman Ajay Tyagi on Wednesday launched Saa thi –
a mobile app on investor education. The app will look to create awareness among the investors
about the basic concepts of securities market, KYC (Know Your Customer) process, trading and
settlement, mutual funds, recent market developments and investor grievances redressal
mechanism, among others.
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The app is available in Hindi and English. The Android and iOS versions of the app can be
downloaded from Play Store and App Store respectively.
Launching the Sebi app, Tyagi said, “This mobile app is yet another initiative of Sebi with a view
to empowering investors with knowledge about securities market. With the recent surge in
individual investors entering the market, and more importantly a large proportion of trading being
mobile phone-based, this App will be helpful in easily accessing the relevant information. I am
sure that in coming times this App will be popular among the investors especially the young
ones."
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At a launch event held in Mumbai today, Tyagi also exhorted the need for continuous updating
of app contents and making app available in regional languages going forward.
Sebi whole-time member S K Mohanty, executive directors and other officials of the regulatory
body also attended the function.
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Meanwhile, to augment its efforts to protect investors’ interests, promote transparency in
markets and enhance awareness, trust and confidence among the investors, Sebi last year had
published the “Investor Charter" for securities markets.
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Since then, separate investor charters regarding investor-related activities of various
intermediaries have been developed by Sebi in consultation with the respective entities. These
separate investor charters have been developed for stock exchanges, depositories, Sebiregistered intermediaries and regulated entities including stockbrokers, depository participants,
asset management companies, registrar and transfer agents, investment advisers, research
analysts, merchant bankers, etc.
These charters are expected to help investors to improve their ease of investing in Indian
securities market.
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EX-CAG VINOD RAI JOINS UNITY SMALL FINANCE
BANK AS INDEPENDENT CHAIRMAN
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI
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The Reserve Bank of India (RBI) on Thursday approved the appointment of former comptroller
and auditor general (CAG) of India Vinod Rai as independent chairman of Unity Small Finance
Bank (Unity SFB), the newest private lender in India.
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Rai, a former chairman of Banks Board Bureau which advises the Centre on top-level
appointments at public sector banks and on tackling bad loans, has also served in the ministries
of finance, commerce and defence.
“Rai will add significant value to the board of Unity SFB. Moreover, his vast experience as a
board member in several PSUs and private banks will help in building a strong foundation and
shaping the long-term strategy," Unity SFB said in a statement.
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A 51:49 joint venture between Centrum Group and payments company Bharatpe, Unity SFB
started operations in November 2021. Its other board members include former central bank
official Sandip Ghose; former chairman and managing director of Syndicate Bank and former
deputy managing director of Small Industries Development Bank of India (SIDBI) Basant Seth;
and former RBL Bank chairman Subhash Kutte. Last year, Rai had failed to secure a third term
as a non-independent and non-executive director on the board of IDFC Ltd, after 62.3% of its
shareholders voted against the proposal.
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Unity SFB’s proposed merger with debt-ridden Punjab and Maharashtra Cooperative Bank
(PMC) is under review. According to the licence agreement, Unity SFB, will have to take over
the crippled PMC Bank as and when the finance ministry clears the merger scheme. Punjab &
Maharashtra Cooperative (PMC) Bank was hit by a 7,000 crore loan scam and has been under
the RBI administrator since September 2019. “RBI announced the draft scheme of
amalgamation and put it up for public comments and is currently reviewing those comments," a
Centrum official said on the condition of anonymity.
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“Once the amalgamation scheme is announced, a week after that, the process of amalgamation
will begin, which will take a month or two. The amalgamation scheme should be notified within
this month, and the process will begin once the scheme is announced," he added. Once the
merger is complete, search for a permanent chief executive for Unity SFB will also start.
Currently, the bank is headed by interim CEO Inderjit Camotra.
Rai’s appointment at Unity SFB comes at a time BharatPe founder and managing director
Ashneer Grover is in the spotlight after he was recorded threatening a Kotak Mahindra Bank
employee on phone. Grover has said he is going on leave till March-end and will “return on or
before 1 April", after rejuvenating and refreshing himself. “…I am excited about what we plan to
build at Unity SFB with our partner Centrum," he added.
Unity SFB is the 12th small finance bank and opened its first branch in Mumbai on 1 November
2021 with over 1,100 crore of equity capital, over 200,000 customers and an asset base of over
2,400 crore which comes from the existing MSME and MFI credit business of the Centrum
Group, Jaspal Bindra, group executive chairman and also the non-executive chairman of Unity
SFB, had said.
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GUJARAT’S DEEP-SEA PIPELINE SCHEME REMAINS
NON-STARTER
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

The Sabarmati river has become critically polluted from unabated discharge of industrial
effluents.File photo
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Billed as an innovative solution to the perennial problem of river pollution in Gujarat, the State
government’s ambitious Rs. 2,300-crore sub-sea effluent disposal pipeline project remains a
non-starter even as the pollution in the rivers has gone beyond critical level due to increasing
industrialisation.
The State government, after floating the tender in 2020, has not moved on the project and is
now apparently considering re-working it.
In 2020, the government, after the delay of several years, came out with a mega plan to lay the
pipeline network to carry industrial effluents directly into the deep sea to save the Sabarmati,
Mahisagar, Vishwamitra and Bhadar, which have become critically polluted due to unbated
discharge of industrial effluents into them.
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The industries had welcomed the government’s initiative to build a 300-km effluent discharge
infrastructure on a public private partnership (PPP) basis. Of the cost of Rs. 2,275 crore, the
government contribution was around Rs. 1,660 crore while industries had committed Rs. 615
crore as their share.
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In Ahmedabad, the Sabarmati river remains perennially polluted because more than 1,500
industrial units, mostly textiles and dyes, chemicals and pharmaceuticals, located in Ahmedabad
city and outskirts dump their effluents, often untreated, directly into the river killing its ecosystem.
Similarly, industries in Vadodara dump their effluents into the Mahisagar and Vishwamitra and
the textiles hub Jetpur in Rajkot district into Bhadar, Saurashtra region’s main river.
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Under the project, treated effluent from 11 common effluent treatment plants (CETP) of
Ahmedabad and one each from Kheda, Vadodara and Jetpur will be discharged into sea
through pipelines that would be laid several kilometres in sub-sea.
Accordingly, three pipeline routes were finalised: from Ahmedabad to the Gulf of Cambay of 350
million litre a day (MLD) capacity at Rs. 1,480 crore, Jetpur to Porbandar of 80 MLD capacity at
Rs. 665 crore and Vadodara to the Gulf of Cambay of 60 MLD capacity at Rs. 130 crore.
The government had said it would be beneficial for nearly 4,500 industrial units in Ahmedabad,
Vadodara, Kheda and Rajkot.
However, the State government has recently informed the High Court, which is hearing a suo
motu public interest litigation (PIL) plea about pollution in the Sabarmati river, that it is
“reworking the deep-sea pipeline project after the High Court bench sought to know the status of
the project”.
Stumbling blocks
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According to sources, the project has run into several stumbling blocks. The local fishermen
have objected to the Jetpur-Porbandar pipeline on the ground that the effluents would pollute
the sea and kill fishes and marine ecology that would affect their livelihood.
“We have strongly objected to any such move to pollute the sea and kill our livelihood,” said
Jivan Jungi, a fisherman and activist in Porbandar.
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GOVT NEEDS TO DO MORE TO PREVENT K-SHAPED
RECOVERY OF ECONOMY: RAGHURAM RAJAN
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Inflation & Monetary Policy

India's economy has some bright spots, a number of very dark stains, says Raghuram Rajan

m

New Delhi: The Indian economy has "some bright spots and a number of very dark stains" and
the government should target its spending "carefully" so that there are no huge deficits, noted
economist and former RBI Governor Raghuram Rajan said on Sunday.
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Known for his frank views, Rajan also said the government needs to do more to prevent a Kshaped recovery of the economy hit by the coronavirus pandemic.
Generally, a K-shaped recovery will reflect a situation where technology and large capital firms
recover at a far faster rate than small businesses and industries that have been significantly
impacted by the pandemic.
"My greater worry about the economy is the scarring to the middle class, the small and medium
sector, and our children's minds, all of which will come into play after an initial rebound due to
pent up demand. One symptom of all this is weak consumption growth, especially for mass
consumption goods," Rajan told PTI in an e-mail interview.
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Rajan, currently a Professor at the University of Chicago Booth School of Business, noted that
as always, the economy has some bright spots and a number of very dark stains.
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"The bright spots are the health of large firms, the roaring business the IT and IT-enabled
sectors are doing, including the emergence of unicorns in a number of areas, and the strength of
some parts of the financial sector," he said.
On the other hand, "dark stains" are the extent of unemployment and low buying power,
especially amongst the lower middle-class, the financial stress small and medium-sized firms
are experiencing, "including the very tepid credit growth, and the tragic state of our schooling".

cr

Rajan opined that Omicron is a setback, both medically and in terms of economic activity but
cautioned the government on the possibility of a K-shaped economic recovery.
"We need to do more to prevent a K shaped recovery, as well as a possible lowering of our
medium term growth potential," he said.
The country's GDP is expected to grow over 9 per cent in the current financial year that ends on
March 31. The economy, which was significantly hit by the pandemic, had contracted 7.3 per
cent in the last fiscal.
Ahead of the Union Budget, Rajan said that budgets are supposed to be documents containing
a vision and he would love to see a five- or ten-year vision for India as well as a plan for the
kinds of institutions and frameworks the government intends to set up.
On whether the government should go for fiscal consolidation or continue with stimulus
measures, Rajan pointed out that India's fiscal situation, even coming into the pandemic, was
not good and this is why the finance minister cannot spend freely now.
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While the government must spend where necessary at this time to alleviate the pain in the most
troubled areas of the economy, he said, "We must target the spending carefully so that we do
not run huge deficits."
Finance Minister Nirmala Sitharaman is scheduled to present the Union Budget 2022-23 in
Parliament on February 1.
Regarding the rising inflationary trends, Rajan said inflation is a concern in every country, and it
would be hard for India to be an exception.
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According to him, announcing a credible target for the country's consolidated debt over the next
five years coupled with the setting up of an independent fiscal council to opine on the quality of
the budget would be very useful steps.
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"If these moves are seen as credible, the debt markets may be willing to accept a higher
temporary deficit," he said, adding that to convince markets that "we will be responsible, we
should strengthen the institutional support to future fiscal consolidation."
Further, Rajan said that one way to expand budgetary resources is through asset sales,
including parts of government enterprises and surplus government land.
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"We need to be strategic about what we can sell, and how we can improve the economy's
performance through those sales... Once we decide to sell, though, we should move fast,
something we have not done so far," he opined.
Regarding the upcoming budget, Rajan said that he would be happy to see more tariff cuts and
far fewer tariff increases, and far fewer sops or subsidies to specific industries. "Particularly, (I)
would welcome an independent assessment of the Production Linked Incentive schemes".
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the headline has been changed.
Never miss a story! Stay connected and informed with Mint. Download our App Now!!
Log in to our website to save your bookmarks. It'll just take a moment.

cr

Oops! Looks like you have exceeded the limit to bookmark the image. Remove some to
bookmark this image.
Your session has expired, please login again.
You are now subscribed to our newsletters. In case you can’t find any email from our side,
please check the spam folder.
This is a subscriber only feature Subscribe Now to get daily updates on WhatsApp
END
Downloaded from crackIAS.com
© Zuccess App by crackIAS.com

Page 155
Source : www.pib.gov.in

Date : 2022-01-24

INDIA EMERGES AS LARGEST EXPORTERS OF
CUCUMBER AND GHERKINS IN THE WORLD
Relevant for: Indian Economy | Topic: Major Crops, Cropping Patterns and various Agricultural Revolutions
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India has emerged as the largest exporter of gherkins in the world. India has exported cucumber
and gherkins to the tune of 1,23,846 Metric Tonnes with a value of USD 114 million during AprilOctober, 2021.
India has crossed the USD 200 million mark of export of agricultural processed product, pickling cucumber, which is globally referred as gherkins or cornichons, in the last financial year.
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In 2020-21, India had shipped 2,23,515 Metric Tonnes of cucumber and gherkins with a value of
USD 223 million.
Following directions of the Department of Commerce, Ministry of Commerce & Industry, the
Agricultural and Processed Food Products Export Development Authority (APEDA) undertook a
series of initiatives in infrastructure development, product promotion in the global market and
adherence to food safety management system in processing units.
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Gherkins are exported under two categories -- cucumbers and gherkins, which are prepared and
preserved by vinegar or acetic acid and cucumbers and gherkins, which are provisionally
preserved.
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Gherkin cultivation, processing and exports started in India during the early 1990s with a modest
beginning in Karnataka and later extended to the neighbouring states of Tamil Nadu, Andhra
Pradesh and Telangana. Nearly 15% production of the world’s gherkin requirement is grown in
India.
Gherkins is currently exported to more than 20 countries, with major destinations being North
America, European countries and Oceanic countries such as USA, France, Germany, Australia,
Spain, South Korea, Canada, Japan, Belgium, Russia, China, Sri Lanka and Israel.
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Apart from its export potential, the gherkin industry plays a key role in the creation of rural
employment. In India, cultivation of gherkins is carried out under contract farming by around
90,000 small and marginal farmers with an annual production area of 65,000 acres.
Processed gherkins are exported in bulk as industrial raw material and in jars as ready to eat.
The bulk production is still occupying a high percentage of the gherkin market. In India there are
about 51 major companies producing and exporting gherkins in drums and ready-to-eat
consumer packs.
APEDA has played a significant role in promotion of export of processed vegetables and it has
been providing financial assistance for development of infrastructure and enhancing quality of
processed gherkins, products promotion in the international market and implementation of food
safety management systems in the processing units.
On an average, a gherkin farmer produces 4 metric tonne per acre per crop and earns about Rs
80,000 with a net income of Rs 40,000. Gherkin has a 90-day crop and the farmers take two
crops annually. Processing plants of international standards have been established here to cater
to the requirement of foreign buyers.
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All the gherkin manufacturing and exporting companies are either ISO, BRC, IFS, FSSC 22000
certified and HACCP certified or possess all the certifications. Many of the Companies have
adopted Social Audits. This ensures all statutory benefits are given to the Employees.
The APEDA is also focusing on value addition of gherkins to increase the export value of the
product.

2020-21
2021-22 (April-November)
HSN code
Products

US million
20011000
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US million
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India’s Cucumber / Gherkins exports (in US million tonne)

138
72
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Cucumber/Gherkins prepared and preserved in Vinegar / Acetic acid

07114000
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Cucumber/Gherkins provisionally preserved
85
42

Total
223
114
Source: DGCIS
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India has emerged as the largest exporter of gherkins in the world. India has exported cucumber
and gherkins to the tune of 1,23,846 Metric Tonnes with a value of USD 114 million during AprilOctober, 2021.
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India has crossed the USD 200 million mark of export of agricultural processed product, pickling cucumber, which is globally referred as gherkins or cornichons, in the last financial year.
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In 2020-21, India had shipped 2,23,515 Metric Tonnes of cucumber and gherkins with a value of
USD 223 million.
Following directions of the Department of Commerce, Ministry of Commerce & Industry, the
Agricultural and Processed Food Products Export Development Authority (APEDA) undertook a
series of initiatives in infrastructure development, product promotion in the global market and
adherence to food safety management system in processing units.
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Gherkins are exported under two categories -- cucumbers and gherkins, which are prepared and
preserved by vinegar or acetic acid and cucumbers and gherkins, which are provisionally
preserved.
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Gherkin cultivation, processing and exports started in India during the early 1990s with a modest
beginning in Karnataka and later extended to the neighbouring states of Tamil Nadu, Andhra
Pradesh and Telangana. Nearly 15% production of the world’s gherkin requirement is grown in
India.
Gherkins is currently exported to more than 20 countries, with major destinations being North
America, European countries and Oceanic countries such as USA, France, Germany, Australia,
Spain, South Korea, Canada, Japan, Belgium, Russia, China, Sri Lanka and Israel.
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Apart from its export potential, the gherkin industry plays a key role in the creation of rural
employment. In India, cultivation of gherkins is carried out under contract farming by around
90,000 small and marginal farmers with an annual production area of 65,000 acres.
Processed gherkins are exported in bulk as industrial raw material and in jars as ready to eat.
The bulk production is still occupying a high percentage of the gherkin market. In India there are
about 51 major companies producing and exporting gherkins in drums and ready-to-eat
consumer packs.
APEDA has played a significant role in promotion of export of processed vegetables and it has
been providing financial assistance for development of infrastructure and enhancing quality of
processed gherkins, products promotion in the international market and implementation of food
safety management systems in the processing units.
On an average, a gherkin farmer produces 4 metric tonne per acre per crop and earns about Rs
80,000 with a net income of Rs 40,000. Gherkin has a 90-day crop and the farmers take two
crops annually. Processing plants of international standards have been established here to cater
to the requirement of foreign buyers.
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All the gherkin manufacturing and exporting companies are either ISO, BRC, IFS, FSSC 22000
certified and HACCP certified or possess all the certifications. Many of the Companies have
adopted Social Audits. This ensures all statutory benefits are given to the Employees.
The APEDA is also focusing on value addition of gherkins to increase the export value of the
product.
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India’s Cucumber / Gherkins exports (in US million tonne)

138
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Cucumber/Gherkins prepared and preserved in Vinegar / Acetic acid

07114000

cr

Cucumber/Gherkins provisionally preserved
85
42

Total
223
114
Source: DGCIS
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WHY INVESTORS FLEEING CHINESE REAL ESTATE
ARE PUTTING THEIR MONEY IN INDIA
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs

Rising inflation means there have still been losses for broader Asian bonds

m

Investors have been taking refuge from the Chinese real estate debt crisis in pockets of the
broader Asian credit market, and cite India among opportunities that are relatively insulated from
the historic turmoil.
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Goldman Sachs Group Inc. has recently adopted a positive stance on Asia high-yield bonds.
Bank of New York Mellon Corp. data indicate South Korea, Indonesia, Singapore, India,
Malaysia and Japan all recorded capital inflows into corporate debt in the three months through
Jan. 18, while China experienced outflows.
Rising inflation means there have still been losses for broader Asian bonds-- as there have been
in many parts of credit markets globally -- but they’ve been much milder. Dollar notes of all
ratings from Chinese issuers have lost about 3.7% in 2022 even after a rally in recent days for
property developer securities sparked by policy support.
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That compares with just 1.5% for Indian borrowers, 0.8% for South Korean firms and 0.7% for
Philippine credits, according to a Bloomberg index.
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“Investors have been hiding in Indian investment-grade and high-yield credit, and other parts of
Asia outside of China, as a means to reduce their exposure to China property," said Wai Mei
Leong, a portfolio manager at Eastspring Investments.
One recent example of a money manager to have cut exposure to Chinese bonds is BDO
Capital & Investment Corp., which sold its holdings of such securities, President Eduardo
Francisco said last week.
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Both Goldman and CreditSights consider Indian companies attractive. The U.S. bank
recommends high-yield renewables, while the latter considers financial firms to be best shielded
from the troubles in the world’s second-largest economy.
Still, there are plenty of risks for the broader Asian credit market. Because of demand from
investors seeking to diversify, CreditSights said valuations for Asian credit outside of China have
already been driven tighter. That means many South and Southeast Asian names warrant only a
market perform rating, despite good fundamentals, it said.
Having taken a beating last year and for the first couple weeks of 2022, Chinese property dollar
bonds have rallied in recent sessions thanks to a string of policy steps to ease restrictions on the
real estate industry and broader monetary stimulus. But the outlook is highly uncertain, with
more defaults expected, according to Goldman.
If the failures don’t get out of control, that may sustain interest in other pockets of the Asian
market, but any prolonged crisis would cause an economic slowdown that would have ripple
effects across Asia. Chinese debt constitutes an outsized share in regional indexes. Investors
could decide to pull out entirely.
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Facing requests for redemptions, bond fund managers “have to sell a bit of everything," said
Jean-Louis Nakamura, chief investment officer for Lombard Odier in Asia Pacific. “I’m afraid that
this kind of indirect weakening of the Asia credit market will continue for some time."
But for now the Asian credits outside China are offering lower volatility and some countryspecific shifts have encouraged investors.
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When it comes to tapping global financial markets, India trails economies like Brazil and South
Africa, not least because the country’s central bank has historically been wary of hot money
inflows. Yet the past few weeks have seen a surge of dollar-denominated issuance, with
Reliance Industries raising $4 billion earlier this year in India’s biggest-ever foreign currency
bond deal.
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There’s also been an increase in green- and sustainability-bond sales, bringing it more in line
with the trend elsewhere.
“We quite like the India space because there is a lot of ESG bond supply coming from those
companies and they aren’t quite expensive compared with other Asian peers," said Paula Chan,
a senior portfolio manager at Manulife Investment Management (Hong Kong) Ltd. “Supply from
there also offers quite a good diversification."
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This story has been published from a wire agency feed without modifications to the text. Only
the headline has been changed.
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ESG RATINGS: SEBI PROPOSES NORMS FOR
ENTITIES
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Capital Market & SEBI

The reporting requirements, still unapproved, aim to provide comparability across bank books

m

MUMBAI : The Securities and Exchange Board of India (Sebi) on Monday issued a consultation
paper to streamline and standardize the ratings of companies on Environmental Social and
Governance metrics.
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As per the paper only Sebi accredited entities can provide ESG ratings. These entities can
include ratings agencies, Sebi registered research analysts among others. These criteria would
be applicable for top 1000 companies according to market capitalization.
Sebi has sought comments on the paper by 10 March.

On January 23, Mint had reported that the markets regulator will soon issue a discussion paper
to standardized norms while entities rate companies on ESG factors, and secondly will put in
place a mechanism to avoid conflict of interest.
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The consultation paper is a result of Sebi’s discussion with various stakeholders that brought to
the notice of the regulator that most of the ESG ratings providers or ERPs are rating hundreds of
publicly listed companies based on public information on subscription basis.
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The issues pertaining to ESG ratings mostly involved ambiguity of the wide range of ratings
products offered along with inconsistency in disclosures and transparency of the methodology
and rating process.
Sebi’s 19-page consultation paper pointed out that “Although the purpose and definition of ESG
rating products offered by different ERPs may be the same, the underlying methodologies
utilised are likely to differ significantly between ERPs without sufficient disclosures."
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Further Sebi said, Given the unregulated nature of ESG Ratings and ERPs being in unregulated
space globally, currently many ERPs offer services other than ESG space such as index
solutions, advisory services related to ESG etc.
Further, due to lack of transparency around the manner of usage of ratings by investors as well
as types of ESG ratings products of different ERPs, there is a significant risk of misallocation
and greenwashing.
In terms of the consistent use of terminology in ESG ratings, it has been proposed by Sebi that
the ESG rating products may be referred to as ‘ESG Corporate Risk ratings’ or ESG Financial
Risk Ratings’, so as to distinguish them from ESG impact ratings.
With respect to governance and prevention of conflict of interest, Sebi proposed, that a detailed
policy should be in place for managing conflict of interest and this should be clearly disclosed on
the websites.
The new proposed norms may infact force many of the ERPs to rethink their model as the
products they are offering and business models they are following are different. For instance,
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many ratings provider have started including ESG relevant disclosures in ratings commentary
which may not be allowed going forward.
Crisil, India Ratings and ICRA did not offer any comments. Few rating agencies said that they
are still evaluating the paper.
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"Acuite group and ESGRisk.ai is carefully evaluating the ideas proposed in the discussion paper
released today. The guidelines when finalised will provide an opportunity to Indian markets to
use India specific rating criteria, models instead of simply relying on ESG rating reports that are
designed for Europe and US. We also believe, this will help Indian companies to recalibrate its
strategies and align with expectations of global investors and Indias commitments to
International community," said Sankar Chakraborti, CEO, Acute Ratings.
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Sebi further said that ERPs should not provide ESG ratings to any related parties or securities
issued by them or the ERP.
The analysts involved in ESG rating assessment shall disclose any conflicts of interest involving
a company/ issuer to the ERP and shall not be allowed to rate such companies.
As a business model all the ratings will be provided under the ‘subscriber-pay’ business model.
“It may be noted that while investors may be the primary source of revenue in a ‘subscriber-pay’
model, a subscriber may include an issuer as well.", the consultation paper said.
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"We welcome this consultation paper and believe it's a good step and shall go hand in hand with
the mandatory disclosures for the top 1000 listed companies. With more clarity around these
aspects, issuers would be inspired to disclose more granular details of their ESG performance
which will help build more robust credentials and attract more investments into such
companies," said Ajay Mahajan, CEO, Care Ratings.
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‘INDIA CAN MAKE $300-BN ELECTRONICS BY 2026’
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs

Given the ‘unforeseen and unprecedented’ challenges brought by the pandemic, India is likely to
achieve electronics production of $300 billion by 2026, lower than the target of $400 billion by
2025 set as per the National Policy on Electronics (NPE) 2019, according to a vision document.
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The document was released by Ministry of Electronics and IT (MeitY) in association with the
India Cellular & Electronics Association (ICEA).
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However, the reduced target still aims for a 400% increase from the current level, the document
noted, adding that electronics manufacturing had grown from $37.1 billion in 2015-16 to $67.3
billion in 2020-21
“There are various challenges being faced by the industry across qualitative (non-tariff,
infrastructure related) and quantitative (tariff, free trade agreements etc.) aspects and need to be
addressed in toto to ensure that manufacturing in India is resilient, globally competitive and able
to undertake operations at massive scale,” as per the document.
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CAIRN ‘FULFILS’ RETRO TAX REPEAL STEPS, AWAITS
RS. 7,900 CR. REFUND
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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U.K.’s Cairn Energy on Tuesday said it has complied with all rules of the retro tax repeal law to
now become eligible for about Rs. 7,900 crore refund of taxes that were collected from it to
enforce a retrospective tax demand.
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As part of the settlement reached with the government in the seven-year-old dispute over the
levy of back taxes, the company — which is now known as Capricorn Energy PLC — has
withdrawn all cases that were brought to collect the tax refund ordered by an international
arbitration tribunal after rescinding retrospective raising of demand, according to an
advertisement it issued in Indian newspapers.
The government had initially contested the December 2020 arbitration award but in August 2021
brought a law to scrap all retrospective tax demands and refund money collected, after it faced
prospects of assets being seized overseas to recover the refund due.
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“The company has concluded all necessary steps under the rules of the India Taxation
(Amendment) Act 2021 required for payment by the Government of India of a tax refund of
approximately Rs. 7,900 crore,” the company said in an operational and trading update.
“Payment is expected to be made in early 2022.”
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The company on November 26, 2021, initiated proceedings to withdraw lawsuits it had filed to
enforce an international arbitration award, which had overturned the levy of Rs. 10,247 crore
retrospective taxes and ordered India to refund the money collected.
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IT’S TIME TO TAKE A FRESH LOOK AT THE NEW TAX
REGIME
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting

By making adjustments in the salary, taxpayers can benefit from the old regime

m
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nion Budget 2020 introduced a new tax regime, which came into effect from FY 202021.Taxpayers had a choice between the old regime with various deductions and exemptions and
the new tax regime that offered lower tax rates for those who were willing to forgo exemptions
and deductions. The intention behind this move was to provide significant relief to the individual
taxpayers and to simplify the income-tax law.
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Typically, an employee is expected to make a declaration to the employer at the start of a
financial year as to which exemptions and deductions they would like to claim. Based on this
declaration, the employer deducts TDS (tax deducted at source). During the last financial year
(FY 2020-21), most employers pre-selected the old tax regime for employees, unless the
employee made an express request for the new tax regime. Why would the employer pre-empt
the old regime for the employee? This is because a large number of employees claim HRA
(house rent allowance) or opt for reimbursements for telephone and/or broadband, fuel and
several other eligible benefits. Also, many of them pay insurance premiums (56% of the filers on
clear paid health insurance premium in FY 2020-21). Nearly everyone contributes to employee
provident fund (EPF) (eligible as a deduction under section 80C), since this is mandated by law.
Employers could see that employees benefited from being in the old regime.
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Also, most employees are able to utilize the section 1.5 lakh limit of 80C even without making
voluntary investments. This is because an employee’s contribution to EPF is eligible under
section 80C.
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A simple analysis of the two regimes shows that by making small adjustments (claiming
exemptions) to their salary and claiming some deductions under section 80C, almost all
taxpayers would benefit from being in the old regime. Less than 10% of filers on Clear have
opted for the new regime.
Now that we are approaching budget 2022, it is time for the government to analyse and evaluate
the new tax regime. To improve tax compliance there are a few things the government can
consider.
One regime with lower tax burden: Given the backdrop of robust tax collections (as per
government data, net direct tax collections have increased by more than 60% in fiscal 2021-22),
it is time the government take a deep look at tax rates, and reduce the tax burden in the old
regime. One of the ways is to increment standard deduction annually based on inflation.
Standard deduction allows salaried taxpayers a flat deduction without submission of any proof.
Offer more choice to taxpayers: One of the claims of the new tax regime was that it allows
taxpayers a higher cash flow (albeit more tax payout) and the freedom to invest in products of
their choice. Even though 80C allows a host of investments and expenses as deductions, yet
most options require a high lock-in, are not equity linked and perhaps may not find favour with
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those who are looking at flexibility on exit.
The government must consider a separate section where taxpayers can claim other types of
investments. Even NPS (national pension scheme) should be kept out of Section 80C and enjoy
an equally higher exemption of 1.5 lakh. Taxpayers can then be allowed a choice between 80C
and a new section i.e. traditional products vs new age investment products. This would offer
taxpayers more choice with tax saving and in turn higher liquidity.
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Allow work from home expenses, remove redundant tax breaks: The best way to clean up
and offer a simpler tax regime is by removing redundant exemptions such as children’s
education allowance ( 100 per month per child up to a maximum of 2 children), hostel
expenditure allowance ( 300 per month per child up to a maximum of 2 children) and allowing
deductions for those who work from home and have seen expenses for electricity, broadband,
food, etc. shoot up during the pandemic years. Our tax exemptions now require a complete
overhaul in line with our needs to favour the new workforce who work in startups and prefer to
work flexibly. They need tax benefits to help them buy gadgets and household goods as well as
equipment to work from home smoothly.
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Remove compliance barriers: This year was difficult for tax filers due to glitches in the newly
introduced e-filing tax portal. This was also the year the government introduced AIS. Many
taxpayers lament that the compliance burden has increased with two forms to be reviewed,
Form 26AS and AIS. With the due date for tax filings for FY 2021-22 around 6 months away, it is
time for these two forms to be merged and consolidated into one. A stable portal and smooth
experience makes tax filing a pleasant experience for taxpayers and professionals.
Archit Gupta is founder and CEO, Clear.
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UNLOCK INDIA’S FOOD PROCESSING POTENTIAL
Relevant for: Indian Economy | Topic: Food processing and related industries in India: scope and significance,
location, upstream and downstream requirements and supply chain management
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What’s for dinner? The answer concerns every living being. Food connects us all and is tied to
our community, traditions, our past and our future. The challenge to feed the 10 billion
population by mid-century is therefore being deliberated on several fronts. It demands efficient
ways of production that are both economically viable and ecologically sustainable. Fortunately,
technologies are emerging that revamp the traditional approach of farm to fork and with a lower
environmental footprint. One of the largest producers of fruits and vegetables in the world to
boost processed food in large quantities, India has formulated a unique Production-Linked
Incentive Scheme (PLIS) which aims to incentivise incremental sales.
A sum of 10,900 crore has been earmarked for the scheme and to date, 60 applicants have
already been selected under Category 1 (https://bit.ly/3rMdqTc) which incentivises firms for
incremental sales and branding/marketing initiatives taken abroad. Beneficiaries have been
obliged to commit a minimum investment while applying for the scheme. Assuming the
committed investment as a fixed ratio of their sales and undertaking execution of at least 75% of
the projects, the sector is likely to witness at least 6,500 crore worth of investment over the next
two years.
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A study in the United States concluded that a 1% increase in public infrastructure increased the
food manufacturing output by 0.06% in the longer run (https://bit.ly/3rOeE0l). This correlation
holds good for India too as a higher investment is being concentrated in States such as Andhra
Pradesh, Gujarat, Maharashtra, Tamil Nadu and Uttar Pradesh. These States as reported by the
Good Governance Index 2020-21, ranked among the highest in the ‘Public Infrastructure and
Utilities’ parameter with ‘Connectivity to Rural Habitations’ showing the highest improvement
(https://bit.ly/3nZ98Xz). For the exports market, it is now established that sales promotion is
positively related to increased sales volume, but inversely related to profitability. To bridge this
gap, of the 13 key sectors announced under the PLIS, the ‘Food Processing PLIS’ earmarks a
dedicated Category 3 for supporting branding and marketing activities in foreign markets. This
ensures that India’s share of value-added products in the exports basket is improved, and it may
leverage on its unique geographical proximity to the untapped markets of Europe, the Middle
East/West Asia, Africa, Oceania and Japan.
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As a result of the novel coronavirus pandemic, the past two years have been witnessing a
significant number of people working from home. This has accelerated the demand for products
from the ready-to-eat market which saw a rise of approximately 170% in sales volume between
March-June 2020, as stated by Netscribes (global data and insights firm). The pandemic has
bolstered consumer awareness of functional foods, which is expected to provide a launchpad for
health-orientated start-ups and micro-food processing units. However, the access of micro,
small, and medium enterprises (MSMEs) to finance is a perennial problem in the country,
predominating due to a lack of proper credit history mechanism for MSMEs.
Smart financing alternatives such as peer-to-peer (P2P) lending hold potential for micro-food
processors as can be observed by the United Kingdom Government-owned British Business
Bank (akin to India’s MUDRA Bank, or Micro Units Development and Refinance Agency Bank)
which has helped more than 1,18,000 small businesses get access to more than U.S.$17.88
billion (https://bit.ly/3Aziz4T). Access to working capital has in theory been addressed by the
Trade Receivables Discounting System (TReDS), a platform for facilitating the
financing/discounting of trade receivables of MSMEs through multiple financiers.
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However, the platform requires considerable scaling-up and simultaneous enforcement of
stringent measures for corporates to comply with. Integrating the TReDS platform with the
Goods and Service Tax Network’s e-invoicing portal will make TReDS more attractive and give
relief to financiers.
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With growing populations, changing food habits and unrestricted use of natural resources,
nations must come together and lay out a road map for a common efficient food value chain.
New alternatives are being explored which have immense potential in replacing the staples of
rice and wheat in the form of Nutri-cereals, plant-based proteins, fermented foods, health bars
and even fresh fortified foods for pets. By welcoming the new brands in the category, PLIS aims
to create an enabling ecosystem for innovation in both food products and processes. Post the
1929 Great Depression, hemlines of a skirt were indexed to predict the financial state. Almost a
century later, luminosity and night lights data obtained from satellites indicate the extent of
economic progress. No wonder, 50 years hence, the progress of nations will be benchmarked to
their ability to sustainably feed their populations.
Harsh Vardhan, an IIM-Ahmedabad graduate, is a thought leader for Invest India (under the
Department for Promotion of Industry and Internal Trade, Ministry of Commerce and Industry,
Government of India)
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The Republic Day this year is a time when citizens of India must rededicate themselves to
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TAXING DRAMA: THE HINDU EDITORIAL ON
RETROACTIVE TAX DISPUTES
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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In what should be the last act of a long and winding tax dispute drama, British firm Cairn Energy
has said it has concluded all steps prescribed by the Indian government in order to be eligible for
the refund of a contentious retroactive tax levy. The firm, now rechristened as Capricorn Energy,
expects to get back 7,900 crore. Cairn Energy was the second major firm pursued by the I-T
Department for taxes it believed had accrued in the past, using retro-active legislative changes
introduced in the 2012 Budget by then Finance Minister Pranab Mukherjee. The original target
for this move, that has sharply dented India’s credibility, was Vodafone, which had secured a
Supreme Court verdict against the tax department’s demands for past transactions. Empowered
to dig up similar transactions, involving the indirect transfer of assets situated in India, the I-T
Department had, since 2014, pursued Cairn over a group restructuring undertaken in 2006,
culminating in a tax demand of as much as 24,500 crore. Cairn and Vodafone had initiated
arbitration proceedings against the Indian tax authorities’ actions, and won in late 2020. But in
Cairn’s case, the taxman had recovered part of its ‘dues’ by forcibly selling its shares even as
arbitration proceedings were pending — an action that led to The Hague awarding it penal
damages of $1.2 billion.
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As part of the Government’s compromise formula worked out belatedly last August through
amendments in the tax law, Cairn had to drop all legal proceedings seeking to enforce the
arbitration award against India, forgo the damages and indemnify the Government against all
future claims or liabilities. Last month, Vodafone also availed these provisions. The Government
should, on its part, work swiftly to process their paperwork and preferably remit their dues before
the financial year concludes. While this will be a necessary first step towards restoring some of
the damage caused to Brand India, it may not be immediately sufficient — from labelling it as tax
terrorism while in the Opposition, this government dithered on corrective action till its eighth year
in office. Even in the eight months following the loss of the Cairn arbitration, it shuffled its feet,
from denial and obfuscation to working out legal amendments to fix the mess. The only
ostensible trigger for the change was global courts approving seizure of Indian assets as Cairn
sought to enforce the arbitration award. Whether this was an outcome of bureaucratic bravado,
official obstinacy, political paralysis or a combination of all three, India needs to abandon such
fickleness and demonstrate greater certainty and predictability across economic policy, be it
about GST or global trade engagement, in order to bolster its credentials as an ideal investment
destination.
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THE ENDLESS ROW OVER SINGARENI COLLIERIES
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

Heavy machinery deployed in opencast mines by Singareni Collieries to help achieve the annual
coal production target. | Photo Credit: RAO GN
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Differences over the apportionment of the Singareni Collieries Company Limited (SCCL), the
public sector miner, continue to affect Telangana and Andhra Pradesh more than seven-and-ahalf years after the bifurcation of erstwhile united Andhra Pradesh. The vexatious issue
continues to figure in the agenda of high-level meetings convened by the Union Home Ministry.
Division of SCCL and its subsidiary APHMEL figured in the agenda of the recent meeting of
Chief Secretaries of the two States convened by Union Home Secretary Ajay Kumar Bhalla.
There was no discussion on the issue though, as the meeting focused more on financial issues
such as power dues between the two States.
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The Andhra Pradesh government insists on apportioning SCCL and its subsidiary Andhra
Pradesh Heavy Machinery and Engineering Limited (APHMEL) on the basis of the population
ratio (58:42), as incorporated in the Andhra Pradesh Reorganisation Act of 2014. But the Twelfth
Schedule of the Act categorically states that of the total equity of SCCL, 51% should be with
Telangana and 49% with the Government of India. Section 92 of the Act states that the
successor States should follow the principles and guidelines issued by the Central government
on and from the appointed day (June 2, 2014), on matters relating to coal, oil and natural gas
among other things. Moreover, the Act made it mandatory to bifurcate institutions that have
operational jurisdiction in both the successor States. Andhra Pradesh cannot claim exclusive
rights over the institution which had operational jurisdiction in both the States, officials assert.
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Differences between the two States deepened following an order issued by the Andhra Pradesh
government in 2018. The order sought demerger of APHMEL based on the recommendations of
a committee headed by retired IAS officer Sheela Bhide that the entity should pass to Andhra
Pradesh in its entirety since all its assets and liabilities are located in that State. The Telangana
government took serious objections to the “unilateral” decision of the neighbouring State
government and requested the Centre to issue an interim direction suspending the
recommendation. “It is apprehended that Andhra Pradesh may resort to unilateral taking over of
the valuable assets of APHMEL based on their location near Vijayawada,” the then Chief
Secretary S.K. Joshi said in a letter to the Union Home Ministry.
APHMEL is a subsidiary of the State-owned SCCL which owned 81.54% of the equity. The
erstwhile Andhra Pradesh Industrial Infrastructure Corporation held 5.79%, the government of
erstwhile united Andhra 0.86%, and public shareholders 11.81%. The Telangana government is
firm that the institution is a subsidiary of the SCCL and will continue to be the same. Only 0.86%
equity of the then State government, amounting to 14.90 lakh, was apportionable in the
population ratio (58 for Andhra and 42 for Telangana) between the two States.
The matter was settled when a circular was issued by the SCCL board approving the change of
51% shareholding of the Andhra Pradesh government in the name of the Telangana government
in line with the provisions contained in the Twelfth Schedule of the Act from June 2, 2014. The
SCCL board comprises representatives from the Central government. However, the Centre
continues to entertain requests from Andhra Pradesh. It allows the issue in the agenda of
discussions between the two States despite repeated representations made by Telangana. It is
time for the Centre to put an end to the controversy. Doing so would help shift focus to other
issues between the two States.
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HUGE PROTESTS OVER RAILWAYS EXAM: TRAIN
VANDALISED, BOGIE SET ON FIRE. 10 UPDATES
Relevant for: Indian Economy | Topic: Issues Related to Poverty, Inclusion, Employment & Sustainable
Development
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Amid violent protests by aspirants, the railways ministry on Wednesday suspended nontechnical popular categories (RRB-NTPC) and level 2 exams. Alleging irregularities in
examinations of the Railway Recruitment Board, the protestors earlier in the morning set a bogie
of the Bhabua-Patna Intercity Express on fire.

Here are the 10 things to know:
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Protesters claimed the recruitment process is “unfair" as it allows candidates with higher
qualifications to compete for jobs meant for those with relatively lower qualifications.

Never miss a story! Stay connected and informed with Mint. Download our App Now!!
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You are now subscribed to our newsletters. In case you can’t find any email from our side,
please check the spam folder.
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RETURN FLIGHT: AIR INDIA BACK WITH TATA GROUP
Relevant for: Indian Economy | Topic: Investment Models: PPP, SEZ, EPZ and others

Tatas face tough task of reviving airline with a dwindling market share

m

NEW DELHI : Air India was handed back to its founders, the Tata group, on Thursday almost
seven decades after it was nationalized, capping years of struggle by the government to sell the
struggling airline that became a burden on taxpayers.
N. Chandrasekaran, chairman of Tata Sons Pvt. Ltd, said Tata group is excited to have Air India
back and is committed to making it a world-class airline.
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“I warmly welcome all the employees of Air India to our group and look forward to working
together," he said.
The handover to the Tata group marked the end of a long process to unload the debt-laden
airline by the government, which spent a whopping $15 billion to keep it flying.
However, the Tata group now faces the daunting task of turning around the money-losing
carrier, with a bloated workforce and dwindling market share. But Air India does control prized
slots at international and domestic airports.
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“One of the biggest challenges for the Tata group will be to integrate Air India’s fragmented
operating network. Executing its global bilateral agreements will also be a challenge," said Mark
Martin, chief executive at aviation industry constancy Martin Consulting LLC.
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“Air India, under Tata, will be a major international airline and compete with major global players.
They will, however, have to augment network and routes and close down loss-making ones.
Tata group will also have to work on bringing down the high costs," Martin said.
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The finance ministry, whose Department of Investment and Public Asset Management (DIPAM)
oversaw the sale, said the government received 2,700 crore from Talace Pvt. Ltd, a unit of Tata
Sons, and transferred shares of Air India (100% of Air India and its low-fare subsidiary, Air India
Express Ltd, and 50% stake in ground handling company Air India SATS Airport Services Pvt.
Ltd) to Tata Sons.
In October, India’s largest conglomerate was named the winning bidder for Air India, beating a
consortium led by SpiceJet chairman Ajay Singh.
The Tata group holding company, through Talace, submitted the winning bid of 18,000 crore as
the enterprise value of Air India against a reserve price of 12,906 crore. The bid comprised a
payment of 2,700 crore and retaining a debt of 15,300 crore.
“A new board, led by the strategic partner, takes charge of Air India," DIPAM secretary Tuhin
Kanta Pandey said on Twitter.
The board members of Air India, led by recently appointed chairman and managing director
Vikram Dev Dutt, resigned on Thursday to make way for the management team led by the Tata
group.
While a Tata group spokesperson declined to comment on the board’s new members, it is said
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to include executives from Tata Sons’ mergers and acquisition team, the group’s aviation
experts, and a retired government official as an independent director.
Civil aviation minister Jyotiraditya Scindia said “Best wishes to the new owners. I am confident
that the airline will bloom under their wings and pave the way for a thriving and robust civil
aviation industry in India."
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Tata Sons is, however, yet to disclose its plans for Air India. The Tata group holds a 51% stake
in full-service airline Vistara, in which Singapore Airlines is the minority partner. It also owns a
majority stake in AirAsia India Ltd, with Malaysia’s AirAsia Bhd as the junior partner.
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The Air India acquisition will give the Tata group access to 4,400 domestic and 1,800
international airport slots at Indian airports and 900 slots at foreign airports, including London’s
Heathrow and New York’s John F. Kennedy International Airport.
Air India was founded by industrialist and aviator J.R.D. Tata in 1932 as Tata Airlines.
Never miss a story! Stay connected and informed with Mint. Download our App Now!!
Log in to our website to save your bookmarks. It'll just take a moment.

Oops! Looks like you have exceeded the limit to bookmark the image. Remove some to
bookmark this image.
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INDIA’S ECONOMY AND THE CHALLENGE OF
INFORMALITY
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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Since 2016, the Government has made several efforts to formalise the economy. Currency
demonetisation, introduction of the Goods and Services Tax (GST), digitalisation of financial
transactions and enrolment of informal sector workers on numerous government Internet portals
are all meant to encourage the formalisation of the economy. But why the impetus for
formalisation? The formal sector is more productive than the informal sector, and formal workers
have access to social security benefits.
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The above-mentioned efforts are based on the “fiscal perspective” of formalisation. This
perspective appears to draw from a strand of thought advanced by some international financial
institutions such as the International Monetary Fund, which foregrounds the persistence of the
informal sector to excessive state regulation of enterprises and labour which drives genuine
economic activity outside the regulatory ambit. It underplays informality as an outcome of
structural and historical factors of economic backwardness. Arguably, excessive regulation and
taxation ensure the endurance of informal activities. Hence, it is believed that simplifying
registration processes, easing rules for business conduct, and lowering the standards of
protection of formal sector workers will bring informal enterprises and their workers into the fold
of formality.
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The fiscal perspective has a long lineage in India going back to tax reforms initiated in the mid1980s. Early on, in an attempt to promote employment, India protected small enterprises
engaged in labour intensive manufacturing by providing them with fiscal concessions and
regulating large-scale industry by licensing. Questions of efficiency aside, such measures led to
many labour-intensive industries getting diffused into the informal/unorganised sectors.
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Further, they led to the formation of dense output and labour market inter-linkages between the
informal and formal sectors via sub-contracting and outsourcing arrangements (quite like in
labour abundant Asian economies). In the textile industry, the rise of the power looms at the
expense of composite mills in the organised sector and handlooms in the unorganised sector
best illustrates the policy outcome. While such policy initiatives may have encouraged
employment, bringing the enterprises which benefited from the policy into the tax net has been a
challenge. The challenge is only partly administrative. Political and economic reasons operating
at the regional/local level in a competitive electoral democracy are responsible for this
phenomenon, too.
Undoubtedly, widening the tax net and reducing tax evasion are necessary. However, global
evidence suggests that the view that legal and regulatory hurdles alone are mainly responsible
for holding back formalisation does not hold much water. A well-regarded study, ‘Informality and
Development’ (https://bit.ly/3KOBEVx), argues that the persistence of informality is, in fact, a
sign of underdevelopment. Across countries, the paper finds a negative association between
informality (as measured by the share of self-employed in total workers) and per capita income.
The finding suggests that informality decreases with economic growth, albeit slowly. A similar
association is also evident across major States in India, based on official PLFS data. Hence, the
persistence of a high share of informal employment in total employment seems nothing but a
lack of adequate growth or continuation of underdevelopment.
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The defining characteristic of economic development is a movement of low-productivity informal
(traditional) sector workers to the formal or modern (or organised) sector — known as structural
transformation. East Asia witnessed rapid structural change in the second half of the 20th
century as poor agrarian economies rapidly industrialised, drawing labour from traditional
agriculture. However, in many parts of the developing world, including India, informality has
reduced at a very sluggish pace, manifesting itself most visibly in urban squalor, poverty and
(open and disguised) unemployment.
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Despite witnessing rapid economic growth over the last two decades, 90% of workers in India
have remained informally employed, producing about half of GDP. Combining the International
Labour Organization’s widely agreed upon template of definitions with India’s official definition
(of formal jobs as those providing at least one social security benefit — such as EPF), the share
of formal workers in India stood at 9.7% (47.5 million). Official PLFS data shows that 75% of
informal workers are self-employed and casual wage workers with average earnings lower than
regular salaried workers. Significantly, the prevalence of informal employment is also
widespread in the non-agriculture sector. About half of informal workers are engaged in nonagriculture sectors which spread across urban and rural areas.
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It needs to be appreciated that informality is now differentiated and multi-layered. Industries
thriving without paying taxes are only the tip of the informal sector’s iceberg. What remains
hidden are the large swathes of low productivity informal establishments working as household
and self-employment units which represent “petty production”. To conflate the two distinct
segments of the informal sector would be a serious conceptual error. Survival is perhaps the
biggest challenge for most informal workers (and their enterprises), and precarity defines their
existence.
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Despite (well-intentioned) efforts at formalisation, the challenge of informality looms large for
India. The novel coronavirus pandemic has only exacerbated this challenge. Research by the
State Bank of India recently reported the economy formalised rapidly during the pandemic year
of 2020-21, with the informal sector’s GDP share shrinking to less than 20%, from about 50% a
few years ago — close to the figure for developed countries. As we have argued elsewhere
(https://bit.ly/3G6JtST), these findings of a sharp contraction of the informal sector during the
pandemic year (2020-21) do not represent a sustained structural transformation of the low
productive informal sector into a more productive formal sector. They are a temporary (and
unfortunate) outcome of the pandemic and severe lockdowns imposed in 2020 and 2021. The
informal sector will perforce spring back to life soon, for sheer survival, to produce whatever it
can, using its abundant labour and meagre resources.
Policy efforts directed at bringing in the tip of the informal sector’s iceberg into the fold of
formality by alleviating legal and regulatory hurdles are laudable. However, these initiatives fail
to appreciate that the bulk of the informal units and their workers are essentially petty producers
(self-employed and casual workers) eking their subsistence out of minimal resources. Therefore,
these attempts will yield limited results. The continued dominance of informality defines underdevelopment. Policy-induced restrictions are minor irritants, at best. The economy will get
formalised when informal enterprises become more productive through greater capital
investment and increased education and skills are imparted to its workers. A mere registration
under numerous official portals will not ensure access to social security, considering the poor
record of implementation of labour laws.
R. Nagaraj is with the Centre for Development Studies, Thiruvananthapuram. Radhicka Kapoor
is with the International Council for Research on International Economic Relations, New Delhi
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CENTRAL BOARD OF INDIRECT TAXES AND CUSTOMS
CELEBRATES INTERNATIONAL CUSTOMS DAY, 2022
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Public Finance, Taxation &
Black Money incl. Government Budgeting
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The Central Board of Indirect Taxes and Customs (CBIC) and all its field formations observed
the International Customs Day, 2022 today. The theme for this year, as given by the World
Customs Organisation (WCO) was “Scaling up Customs Digital Transformation by Embracing a
Data Culture and Building a Data Ecosystem’’.
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Union Minister for Finance & Corporate Affairs Smt. Nirmala Sitharaman and Union Minister of
State for Finance Shri Pankaj Chaudhary congratulated the CBIC today on the occasion of
International Customs Day 2022, by way of their tweets. The Finance Minister appreciated the
CBIC for ensuring the supply chain security, even during the COVID-19 Pandemic. Smt.
Sitharaman also recognised the data culture and rapid digital transformation in Indian Customs,
while urging the CBIC to work more on this front.
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In line with the Finance Minister’s earlier directions during visit to Nhava Sheva Customs, the
field formations of CBIC conducted an outreach on this occasion, to spread awareness about
the multitude of initiatives undertaken by Indian Customs in the recent past. Simultaneously, an
effort was made to elicit feedback from various stakeholders, who are integral to the working of
Customs.
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Delhi, Hyderabad and Mumbai Customs organized virtual interactive sessions and panel
discussions on the topic ‘Scaling up Customs Digital Transformation by Embracing a Data
Culture and Building a Data Ecosystem’,which was followed by a feedback session to seek
inputs from the private stakeholders. Online Quiz competitions were also organised by Mumbai
and Bangalore Customs Zones, for creating awareness among stakeholders. Chennai Customs
Zone inaugurated a modernized and revamped Turant Suvidha Kendra. Kolkata Customs Zone
organized a webinar and distributed the pamphlets of ATITHI App at Netaji Subhash Chandra
Bose International Airport to promote the awareness regarding Customs laws and procedures at
the airport, for passengers. Respective field formations also organised their local celebrations to
commemorate this day.
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A formal function to mark this event was also organised at the Ministry of Finance, North Block,
New Delhi, in the afternoon, which was attended through the virtual mode. This was graced by
the Chairman CBIC, Sh. Vivek Johri, Members of the Board, senior officers and all the field
formations and Directorates under CBIC.

The Chairman CBIC congratulated all the officers of the department on this occasion. He also
urged the officers to focus on better service delivery and work towards enhancing predictability
and transparency in their day-to-day decision making. On the digital front, he exhorted the
officers to have a fair understanding of the automated systems and be active users, so as to
provide a meaningful feedback for strengthening the data culture in the organisation.
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19 officers of the CBIC and 1 person from the private sector were awarded the WCO Certificate
of Merit on this day, in recognition of their contribution towards their services, in relation to this
year’s theme, adopted by the World Customs Organisation.

****

RM/KMN
The Central Board of Indirect Taxes and Customs (CBIC) and all its field formations observed
the International Customs Day, 2022 today. The theme for this year, as given by the World
Customs Organisation (WCO) was “Scaling up Customs Digital Transformation by Embracing a
Data Culture and Building a Data Ecosystem’’.
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Union Minister for Finance & Corporate Affairs Smt. Nirmala Sitharaman and Union Minister of
State for Finance Shri Pankaj Chaudhary congratulated the CBIC today on the occasion of
International Customs Day 2022, by way of their tweets. The Finance Minister appreciated the
CBIC for ensuring the supply chain security, even during the COVID-19 Pandemic. Smt.
Sitharaman also recognised the data culture and rapid digital transformation in Indian Customs,
while urging the CBIC to work more on this front.

In line with the Finance Minister’s earlier directions during visit to Nhava Sheva Customs, the
field formations of CBIC conducted an outreach on this occasion, to spread awareness about
the multitude of initiatives undertaken by Indian Customs in the recent past. Simultaneously, an
effort was made to elicit feedback from various stakeholders, who are integral to the working of
Customs.
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Delhi, Hyderabad and Mumbai Customs organized virtual interactive sessions and panel
discussions on the topic ‘Scaling up Customs Digital Transformation by Embracing a Data
Culture and Building a Data Ecosystem’,which was followed by a feedback session to seek
inputs from the private stakeholders. Online Quiz competitions were also organised by Mumbai
and Bangalore Customs Zones, for creating awareness among stakeholders. Chennai Customs
Zone inaugurated a modernized and revamped Turant Suvidha Kendra. Kolkata Customs Zone
organized a webinar and distributed the pamphlets of ATITHI App at Netaji Subhash Chandra
Bose International Airport to promote the awareness regarding Customs laws and procedures at
the airport, for passengers. Respective field formations also organised their local celebrations to
commemorate this day.
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A formal function to mark this event was also organised at the Ministry of Finance, North Block,
New Delhi, in the afternoon, which was attended through the virtual mode. This was graced by
the Chairman CBIC, Sh. Vivek Johri, Members of the Board, senior officers and all the field
formations and Directorates under CBIC.

The Chairman CBIC congratulated all the officers of the department on this occasion. He also
urged the officers to focus on better service delivery and work towards enhancing predictability
and transparency in their day-to-day decision making. On the digital front, he exhorted the
officers to have a fair understanding of the automated systems and be active users, so as to
provide a meaningful feedback for strengthening the data culture in the organisation.
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19 officers of the CBIC and 1 person from the private sector were awarded the WCO Certificate
of Merit on this day, in recognition of their contribution towards their services, in relation to this
year’s theme, adopted by the World Customs Organisation.
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LEFT PARTIES AGAINST SBI HIRING NORMS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

The Left parties have objected to the latest recruitment guidelines of the State Bank of India
saying that they allegedly discriminate against pregnant women.
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A recent circular issued by the bank on December 31 prevents women who are more than three
months’ pregnant from joining service, despite having been selected through due process.
The circular states that she will be “considered temporarily unfit and she may be allowed to join
within four months after delivery of child”.
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CPI(M)’s Rajya Sabha member V. Sivadasan, in a letter to Union Finance Minister Nirmala
Sitharaman, said, “The very natural process of childbearing cannot become a disqualification.”
Denying a woman the opportunity to join the service also impacts her seniority, he said. He also
pointed out that in 2009 the SBI had corrected its anachronistic practice of asking women
candidates to declare details of their menstrual cycle to defer posting/promotion during
pregnancy.

IA

CPI MP Binoy Viswam also wrote to Ms. Sitharaman. “Insulting pregnancy is a crime towards
motherhood. SBI’s latest guidelines discriminate against women and are anti-constitutional,” Mr.
Viswam said.
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6% OF MSMES OWNED BY SC ENTREPRENEURS
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Industry & Services Sector
incl. MSMEs and PSUs

Thriving sector:Micro, small and medium enterprises (MSMEs) are eligible for government
concessions.File photo
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Maharashtra tops India’s list in the number of micro, small and medium enterprises (MSME)
owned by entrepreneurs from the Scheduled Castes with as many as 96,805 enterprises.
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Generally, the proportion of enterprises owned by Scheduled Caste entrepreneurs in the overall
national tally of MSMEs is 6%.
Tamil Nadu with 42,997 enterprises and Rajasthan with 38,517 units occupy the second and
third slots, according to the data furnished by the Office of the Development Commissioner in
the Union Ministry of MSME exclusively to The Hindu regarding the number of SC-owned
enterprises covered under the Udyam system of registration.
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The fourth, fifth and sixth slots belong to Uttar Pradesh (36,913 units), Karnataka (28,803
enterprises) and Punjab (24,503 units) respectively. As on January 23, 2022, the number of SCowned enterprises at the all-India level was 4,53,972, of which micro enterprises accounted for
4,50,835, small — 3,004 and medium — 133.
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The Udyam system of registration, which came into force on July 1, 2020, is a pre-requisite for
any MSME (regardless of the social category of ownership) to avail itself of concessions or
benefits from the Central and State governments and the last date for migration to Udyam has
been extended up to March 31, 2022, said K.K. Sharma, General Manager, National SC/ST
Hub.
Government schemes

cr

Mr. Sharma, however, clarified that this stipulation is only in respect of MSMEs, which want to
get covered under schemes of the governments including priority sector lending of banks.
Otherwise, the enterprises, which had registered themselves under the previous system such as
Udyog Aadhar Memorandum (UAM), can carry on their business.
A perusal of the data on registration of enterprises under the two systems — Udyam (July 1,
2020 to January 23, 2022) and UAM (September 1, 2015 to June 30, 2020) — revealed that
under the latter system, Bihar, Uttar Pradesh and Madhya Pradesh were in the first, third and
fourth places with 1,46,244 enterprises; 1,33,552 and 1,08,715 enterprises respectively
whereas, under Udyam, their numbers stood at 23,195, 36,913 and 19,875 respectively.
Asked about the wide variation in the numbers of registered units with regard to the northern
States, Mr. Sharma and Milind Kamble, founder chairman of the Dalit Indian Chamber of
Commerce & Industry (DICCI), explained that the Udyam system of registration is more
streamlined than the previous Udyog Aadhar Memorandum.
There is no room for duplication under the new system, which has a provision for integration with
the GSTN (Goods and Services Tax Network).
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‘BANKS TO TRANSFER 15 NPAS WORTH RS. 50,000
CR. TO NARCL’
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI

Dinesh Khara

m

Banks have finalised plans to transfer by the end of this fiscal year 15 Non-Performing Asset
(NPA) accounts worth Rs. 50,000 crore to the National Asset Reconstruction Company Ltd.
(NARCL), or the ‘bad bank’ set up to help resolve the stress.
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“A total of 38 accounts aggregating to Rs. 82,845 crore have been identified for transfer to
NARCL; however the transfer will happen in a phased manner,” State Bank of India (SBI)
chairman Dinesh Khara said in a briefing.
“Under Phase I, about 15 accounts, aggregating to Rs. 50,335 crore, are expected to be
transferred in the current financial year, i.e. on or before March 31,” he said.
Mr. Khara said all requisite approvals, including from the RBI, for setting up NARCL and the
India Debt Resolution Company Ltd. (IDRCL) have now been received and that both companies
were ready to commence business.
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The broad features of the arrangement are that NARCL will acquire and aggregate the identified
NPA accounts from the banks, while IDRCL, under the exclusive arrangement, will handle the
debt resolution process.
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The final approval and ownership for the resolution shall lie with NARCL as the principal. This
arrangement will also be in full conformity with the provisions of the SARFAESI Act as well as
outsourcing guidelines of the Reserve Bank.
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NAGESWARAN TAKES OVER AS INDIA’S CHIEF
ECONOMIC ADVISER
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI
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The chief economic advisor (CEA) in the finance ministry advises the government on economic
matters and traditionally scripts the economic survey which is presented in Parliament a day
before the union budget presentation on 1 February
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NEW DELHI : V. Anantha Nageswaran, an academic and former executive with Credit Suisse
Group AG and Julius Baer Group, on Friday took charge as the chief economic adviser, days
ahead of the presentation of the economic survey.
Nageswaran succeeds Krishnamurthy Subramanian, who returned to academia in October after
completing his three-year tenure.
The chief economic adviser (CEA) in the finance ministry advises the government on economic
matters and traditionally scripts the economic survey presented in Parliament a day before the
Union budget presentation on 1 February.
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Although the CEA is part of the finance ministry, the economic survey is seen as an independent
critique of the state of the economy, flagging achievements and vulnerable areas. Economic
surveys have in the past focused on some of the weaknesses in the economy, such as falling
private investments, for corrective action.
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Nageswaran’s appointment comes when the Indian economy is starting to rebound from the
devastating impact of two waves of the pandemic, though the third wave has thrown new
challenges with policymakers attempting to script an investment and infrastructure-led growth
strategy.
Nageswaran did not respond to a phone call seeking comment.
Nageswaran has worked as a writer, author, teacher and consultant. He has taught at several
business schools in India and Singapore and has published extensively, the ministry said.
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He was dean of IFMR Graduate School of Business and a distinguished visiting professor of
economics at Krea University in Andhra Pradesh. He has also been a part-time member of the
Economic Advisory Council to Prime Minister Narendra Modi from 2019 to 2021.
Nageswaran holds a post-graduate diploma in management from the Indian Institute of
Management-Ahmedabad and a doctoral degree in finance from the University of
Massachusetts for his work on the empirical behaviour of exchange rates.
Nageswaran has written a weekly column in Mint since 2007.
Between 1994 and 2004, he worked for the Union Bank of Switzerland (now UBS) and Credit
Suisse in Switzerland and Singapore. In July 2006, he joined Julius Baer in Singapore as head
of research for Asia. In March 2009, he was appointed its chief investment officer.
Never miss a story! Stay connected and informed with Mint. Download our App Now!!
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GOVT ORGANISES WEBINAR ON 'CAGE
AQUACULTURE IN RESERVOIR: SLEEPING GIANTS
Relevant for: Indian Economy | Topic: Economics of Animal-Rearing incl. White, Blue & Pink Revolutions

S.
co

m

Department of Fisheries, Ministry of Fisheries, Animal Husbandry and Dairying, Government of
India organized a webinar on “Cage aquaculture in Reservoir: Sleeping Giants” today as a
part of “Azadi Ka Amrit Mohatsav”. The event was presided over by Shri Jatindra Nath Swain,
Secretary, Department of Fisheries (DoF), Government of India (GOI) and well-attended by
around 100 participants including officials of Department of Fisheries, GoI and fisheries officials
of different States/UTs, faculties from State Agriculture, Veterinary and Fisheries universities,
entrepreneurs, scientists, farmers, hatchery owners, students and stakeholders from
aquaculture industry across the country.
The Webinar began with the welcome address by Shri I. A. Siddiqui, Fisheries Development
Commissioner, DoF along with introduction of the theme of the Webinar and the distinguished
panellists, Shri Jatindra Nath Swain, Secretary, Shri Sagar Mehra, Joint Secretary (Inland
Fisheries) along with Dr. B. K. Das, Director, ICAR- Central Inland Fisheries Research Institute
(CIFRI) and other participants.
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In his inaugural address, Union Secretary Fisheries, Shri Swain stated the importance of
reservoirs and cage aquaculture for the development of fisheries sector. Further, Mr. Swain
advised to have robust cage culture system in reservoirs including potential markets to ensure
good returns to the farmers and highlighted the examples of success stories across the globe
and the country. Mr. Swain also requested the scientists and the Fisheries Departments of the
States/ Uts to motivate fish farmers and develop innovative ways as well as policies for
increasing profits, decreasing input cost, species diversification and increasing the production
and productivity of cage culture systems in the reservoirs.
Shri Sagar Mehra, JS (Inland Fisheries), in his opening remarks, briefly stated the pivotal of
reservoir fisheries and aquaculture in enhancing fish production using enclosures such as
cages. Further, Shri Mehra added that cage systems efficiently utilise the water bodies by
harnessing their natural productivity and are economically, socially and ecologically viable.
Department of Fisheries, GOI earmarked the investment atrgets for promoting cage aquaculture
under flagship scheme Pradhan Mantri Matsya Sampada Yojana (PMMSY).
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During the technical session, Dr. B. K. Das, Director, ICAR- Central Inland Fisheries Research
Institute (CIFRI) made a comprehensive presentation on “Cage aquaculture in Reservoir:
Sleeping Giants” and briefed about various technologies, opportunities and activities developed
by ICAR-CIFRI for diversification of cage aquaculture in various parts of the country along with
various skill and capacity development programmes for the farmers and stakeholders. Dr. Das
emphasised on the need for promotion of cage aquaculture in reservoirs of the country by
following good management practices and providing support services and CIFRI is ready to
associate in tandem with the States and Uts for knowledge support on technological back drop
for various perspectives of enclosed pisciculture.
After the presentation, an open discussion session was held with the fish farmers,
entrepreneurs, hatchery owners, students, scientists and faculty of the universities. After
discussion, the webinar concluded with a vote of thanks proposed by Dr. S. K. Dwivedi,
Assistant Commissioner, DoF.
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Department of Fisheries, Ministry of Fisheries, Animal Husbandry and Dairying, Government of
India organized a webinar on “Cage aquaculture in Reservoir: Sleeping Giants” today as a
part of “Azadi Ka Amrit Mohatsav”. The event was presided over by Shri Jatindra Nath Swain,
Secretary, Department of Fisheries (DoF), Government of India (GOI) and well-attended by
around 100 participants including officials of Department of Fisheries, GoI and fisheries officials
of different States/UTs, faculties from State Agriculture, Veterinary and Fisheries universities,
entrepreneurs, scientists, farmers, hatchery owners, students and stakeholders from
aquaculture industry across the country.
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The Webinar began with the welcome address by Shri I. A. Siddiqui, Fisheries Development
Commissioner, DoF along with introduction of the theme of the Webinar and the distinguished
panellists, Shri Jatindra Nath Swain, Secretary, Shri Sagar Mehra, Joint Secretary (Inland
Fisheries) along with Dr. B. K. Das, Director, ICAR- Central Inland Fisheries Research Institute
(CIFRI) and other participants.
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In his inaugural address, Union Secretary Fisheries, Shri Swain stated the importance of
reservoirs and cage aquaculture for the development of fisheries sector. Further, Mr. Swain
advised to have robust cage culture system in reservoirs including potential markets to ensure
good returns to the farmers and highlighted the examples of success stories across the globe
and the country. Mr. Swain also requested the scientists and the Fisheries Departments of the
States/ Uts to motivate fish farmers and develop innovative ways as well as policies for
increasing profits, decreasing input cost, species diversification and increasing the production
and productivity of cage culture systems in the reservoirs.
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Shri Sagar Mehra, JS (Inland Fisheries), in his opening remarks, briefly stated the pivotal of
reservoir fisheries and aquaculture in enhancing fish production using enclosures such as
cages. Further, Shri Mehra added that cage systems efficiently utilise the water bodies by
harnessing their natural productivity and are economically, socially and ecologically viable.
Department of Fisheries, GOI earmarked the investment atrgets for promoting cage aquaculture
under flagship scheme Pradhan Mantri Matsya Sampada Yojana (PMMSY).
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During the technical session, Dr. B. K. Das, Director, ICAR- Central Inland Fisheries Research
Institute (CIFRI) made a comprehensive presentation on “Cage aquaculture in Reservoir:
Sleeping Giants” and briefed about various technologies, opportunities and activities developed
by ICAR-CIFRI for diversification of cage aquaculture in various parts of the country along with
various skill and capacity development programmes for the farmers and stakeholders. Dr. Das
emphasised on the need for promotion of cage aquaculture in reservoirs of the country by
following good management practices and providing support services and CIFRI is ready to
associate in tandem with the States and Uts for knowledge support on technological back drop
for various perspectives of enclosed pisciculture.
After the presentation, an open discussion session was held with the fish farmers,
entrepreneurs, hatchery owners, students, scientists and faculty of the universities. After
discussion, the webinar concluded with a vote of thanks proposed by Dr. S. K. Dwivedi,
Assistant Commissioner, DoF.
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DELHI-JAIPUR HIGHWAY GETS INDIA'S LARGEST EV
CHARGING STATION
Relevant for: Indian Economy | Topic: Infrastructure: Energy incl. Renewable & Non-renewable

The EV charging station has the capacity of 100 charging points for 4 wheelers.
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India's largest electric vehicle (EV) charging station has been set up at Delhi-Jaipur National
Highway in Gurugram. The EV charging station has the capacity of 100 charging points for 4
wheelers.
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"This station is now open with 96 chargers for technical inspection for various 'Certification
Compliance' and 'Safety Standards' laid two week ago by Power Ministry, Govt of India and
which also opened the doors for offering government land to government or public agencies and
private entities for setting up charging stations on a revenue-sharing basis," the company said in
a statement.
"This EV charging station will not only boost electric vehicles industry in the region, but will also
act as a benchmark for large EV charging stations across the nation in future," it said.
Previously, India's largest EV charging station was situated in Navi Mumbai with 16 AC & 4 DC
charging ports for EVs.
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During the ceremony Abhijeet Sinha, National Programme Director, Ease of Doing Business
programme and Project Director of National Highway for Electric Vehicle in additional charge
said, as quoted by news agency ANI, "India is on the verge of making investment in E-mobility
charging infra setup highly competitive compared to fuel stations in terms of ease in licensing,
commissioning, electrification, certification and to draw revenue equivalence with existing petrol
pumps."
"Electric vehicle charging station of this size and magnitude is rare and will be instrumental for
the industry to experience actual Ease of Doing Business in smooth 'Certification Compliance'
and 'Safety Standards'. Electric vehicles are the future and this station is our prototyped
preparation for that future," he said.
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SBI WITHDRAWS RULE ON HIRING PREGNANT
WOMEN
Relevant for: Indian Economy | Topic: Issues relating to Growth & Development - Banking, NPAs and RBI
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Following outrage, the State Bank of India on Saturday withdrew a controversial order that
termed women into their second trimester of pregnancy “unfit” for recruitment and promotions.
The country’s largest public sector bank said it would return to status quo in appointments.
However, its employees union is not satisfied with the response as the earlier norms too
discriminate against pregnant women.
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In an e-circular issued on December 31, 2021, the SBI had informed its local offices across the
country of its revised medical standards. According to these norms, a woman who is pregnant
for more than three months would be considered “temporarily unfit” and would be allowed to
rejoin work only four months after delivering a child. Following several representations from
different employee unions, as well letters from the Delhi Commission for Women, and outrage
over social media, the bank issued a statement suspending these instructions.
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The unions also say that the new rules are an attempt to deny women their right to maternity
benefits under the Code of Social Security, 2020. This entitles a woman to payment of average
daily wage for up to 26 weeks of maternity leave, nursing breaks and permission to visit a
creche four times a day as well as renders unlawful any attempt by the employer to discharge a
pregnant employee.
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PM LAUDS FIRST EVER GOODS TRAIN REACHING
MANIPUR’S RANI GAIDINLIU RAILWAY STATION
Relevant for: Indian Economy | Topic: Infrastructure: Railways
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The Prime Minister, Shri Narendra Modi has lauded the first ever goods train that reached Rani
Gaidinliu Railway Station in Manipur’s Tamenglong district and said that Manipur’s connectivity
will be enhanced and commerce will be boosted.
In response to a tweet by the Minister of Development of North Eastern Region (DoNER), Shri
G Kishan Reddy, the Prime Minister said;
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"Transformation of the Northeast continues.

Manipur’s connectivity will be enhanced and commerce will be boosted. Wonderful products
from the state can travel all over the nation."
Transformation of the Northeast continues.

Manipur’s connectivity will be enhanced and commerce will be boosted. Wonderful products
from the state can travel all over the nation. https://t.co/TjS6oulZqj
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The Prime Minister, Shri Narendra Modi has lauded the first ever goods train that reached Rani
Gaidinliu Railway Station in Manipur’s Tamenglong district and said that Manipur’s connectivity
will be enhanced and commerce will be boosted.
In response to a tweet by the Minister of Development of North Eastern Region (DoNER), Shri
G Kishan Reddy, the Prime Minister said;
"Transformation of the Northeast continues.
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Manipur’s connectivity will be enhanced and commerce will be boosted. Wonderful products
from the state can travel all over the nation."
Transformation of the Northeast continues.
Manipur’s connectivity will be enhanced and commerce will be boosted. Wonderful products
from the state can travel all over the nation. https://t.co/TjS6oulZqj
***
DS/SH
END
Downloaded from crackIAS.com
© Zuccess App by crackIAS.com

